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CERTAIN DEFINITIONS

Ay L &

_ 1Unless_ the context requrres otherw1se all references in this report to “Entércom,” “we,” “us,” “our” and similar terms
efer to Entercom Communications Corp. and its consolidated subsidiaries, which would mclude any variable interest entities
that are requiréd to be consolidated under the requrrements of Financial Interpretanon No. 46 “Consolidation of Variable
lnterest Entities, an Interprerarron of ARB No. 5 1 : o '

1y

9 & LTS

i NOTE REGARDING FORWARD- LOOKING STATEMENTS ' e
“This report contalns in addltton to historical mformatron statements by us wrth regard to our expectatlons as to
financial results and other aspects of our business that involve risks and uncertainties and may constitute forward- lookmg )
statemets within the meamng of Sectton 27A of the Secuntres Act of 1933 and Séction 21E of the Secuntles Exchange Act of
1934 as amended. e

r.

Lo .. FE . B B

Forward looking statements; 1ncludmg certain pro forma mformatlon are presented for 1llustrat|ve purposes only and

reflect our current expectations’ concermng future results and events. All statements other. than statements ‘of historical fact are

‘ “forward-lookmg statements” for purposes of federal and state securities laws 1ncludmg, ‘without limitation, any proyecttons of
 earnings, revenues or other finiancial: items; any statements of the plans, strategres and’ ‘objectives of management for future

" operations; any statermnents concermng proposed new servrces or developments any statements regardmg future economlc :
condrtrons or performance any statements of belief; arid any statements of assumptrons underlymg any of the foregomg 2

N

S RIS

“You can identify forward- lookmg statements by our use of words such as antrcrpates v “be]reves contmues
“expects,” “intends,” “llkely,” “may, opportumty,” “plans 7 “potent1a1 ” “prOJect * will” and s1m|lar expressrons whlch :
“identify forward-looking” statements, whether in the negative or the afﬁrrnatwe We cannot guarantee that we actually will
. achteve these plans, intentions or. expectatlons These forward- lookmg statements are sub]ect to risks, uncertainties and, other
factors some of which ‘are: beyond our control, which could cause actual results to differ matenally from those- forecast or
antlcrpated in such forward-looking statements. These t‘lSkS uncertamtres and factors mclude but are not limited’ to, the fadtors
described in Part I, Itém lA “Risk Factors . o
o The pro fonna 1nformatlon reﬂects adjustments and s presented for comparatwe purposes only and does not purport ’
to be mdlcatwe of what has' occurred or 1ndrcatrve of future operatmg results or financial pos1tron ' : :

ELIY? LEYY

v : . You should ot place undue rellance on'these forward looklng statements which reﬂect our view only as of the date :
+,of this report We undertake no obllgatron to update these statéments or publtcly release the' result of any revision(s) to these
. statements to reﬂect events or c1rcumstances aﬁer the date of thls report or to reflect the occurrence “of unantrcrpated events.
., o ; .
INFORMATION ABOUT STATION AND MARKET DATA L :

K o [ v

o

: . For this report we hsted our markets in descendmg order accordmg to radlo market revenues as derived from 2005
. data pubhshed by BIA Fmancral Network Inc. v

L
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PART 1 .
ITEM 1. BUSINESS

Overview o

We are one of the largest radio broadcasting companies in the United States based on revenues. We were organized in
1968 as a Pennsylvania corporation. We operate in excess of 100 radio stations in 23 markets, including San Francisco, Boston,
Seattle, Denver, Sacramento, Portland, Kansas City, Indianapolis, Milwaukee, Austin, Norfolk, Buffalo, New Orleans,
Providence, Memphis, Greensboro, Rochester, Greenville/Spartanburg, Madison, Wichita, Wilkes-Barre/Scranton, Springfield
and Gainesville/Ocala. On January 17, 2007, we entered into an asset exchange agreement with another broadcaster pursuant to
which on February 26, 2007, we began operations in a new radio market, San Francisco and exited an existing radio market,
Cincinnati.

Internet Address And Internet Access To Periodic And Current Reports

QOur Internet address is www.entercom.com, You may obtain through our Internet website, free of charge, copies of
our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and Proxy Statements on
Schedule 14A including any amendments to those reports or other information filed or furnished pursuant to Section 13(a) or
15(d) of the Exchange Act. Thesé reports will be available as soon as reasonably practicable after we electromcally file such
rnatenal with, or furnish such material to, the Securities and Exchange Commission, or SEC. You can also obtain these reports
dlrectly from'the SEC at their website www.sec.gov or you may visit the SEC in person at the SEC’$ Public Reference Room
at Station Place, 100 F. Street, N.E, Washington, D.C. 20549. You may obtain information on the operatlon of the’ Pubhc
Reference Room by callmg the SEC at 1-800- SEC 0330. We will also provide a copy of our annual report on Form 10-K upon
any written request by a shareholder.

An Overview o
- The primary source of revenues for our radio stations is the sale of advertising time to local, regional and national spot
advertisers and national network advertisers. A station’s local sales staff generates the majority of its local and regional
advertising sales through direct solicitations of local advertising agencies and businesses. We retain national representative
firms on a market exclusive basis to sell national spot commercial airtime on our stations to advertisers outside of our local
markets. Natlonal spot radio advertrsmg typically accounts for approxrmately 20% of a radio station’s revenues. -

We believe that radio is an efficient and effective means of reaching spec1ﬁcally identified demographic groups. Our
stations are typically classified by their format, such as news, talk, classic rock, adult contemporary, alternative, oldies and
Jazz, among others. A station’s format enables it to target specrﬁc segments. of listeners ;sharing certain demographics.
Advertisers and stations use data published by audience measuring services, such as The Arbitron Ratlngs Company, to
estimate how many people within particular geograph:cal markets .and demographics listen to specific -stations. Our
geographtcally diverse pOI‘thllO of radio stations and various radio station formats allows us to deliver- targeted messages for
specific audiences to advertisers on a local, regional and national basis. We believe owning multiple radio stations in a market
allows us to provide our listeners with a more diverse programming selection and a more efficient means for our,advertisers to

- reach those listeners. . By owning multiple stations in a market, we are also able to operate our stations with more h1gh1y skilled
local management teams and realize operating efficiencies.

. C i
_ - A growmg source of revenues is from the station websites and streammg audto This emerglng category represents an
opporrunrty for enhanced audience interaction and participation as well as integrated advertising,

+

" Our Acquisition Stratégy .

Through our dtsc1pl1ned acquisition strategy, we seek to build leading station clusters (more than one radio stanon in
any glven market), principally in large growth markets, and acquire underdeveloped properties. that offer the potential for
significanit improvements in revenues and broadcast cash flow through the application of our operational expertise.




Our Operating Strategy
‘The principal components of our operating strategy are to:

¢  develop market leading station clusters;

1 1

. -recmit, develop, niotivate and retain superior employees,

o  build strongly-branded franchises;

B _ leverage station clustets to capture greater share of adVertising. revenue;

e acquire and developl under-performing stations; and

e develop sources of new business, including lntegrating statlon assets on-air, on-line and on-site.

Competmon, Changes In Broadcastmg Industry )

+
.

The radio broadcastmg mdustry is highly competitive. We compete wnth all advemsmg media including network and
cable television, newspapers and magazines, outdoor advertising, direct mail, cable, yellow pages, Internet, satellite radio and
other forms of advemsement In addition, our stations compete for listeners and. advertlsmg revenue directly with other radio
stations within their respectlve markets. Radio stations compete for listeners primarily on-the basis of program content that
appeals o a partlcular demograplnc group By bu1ld|ng a strong listener base gonsmtmg of a specnﬁc .demographic group in
each of our markets we are able to attract advemsers seeking to reach those listeners.

"The following are some of the factors that are important to 4 radio station’s competiti\:e position:

» audience ratings;.

e manaéement talent and expertise;
. .'-sales talent and expertise; - - . . ..
Ce Aaudience eharacteristic_s; : . S
. Slngal strength; and

1

s the number and characteristics of other radio stations and other advemsmg media in the market area.

_-t k) :'

We work ‘to 1mprove our competmve position through promotlonal campaigns aimed at the démographic groups
targeted by our stations and sales efforts designed to attract advertisers. Radio station operators are subject to the p0531b111ty of
another station changing programming-formats to compete directly for 11steners and advertisers-or launching an aggressive
promotional campaign in support of an already-existing competitive format. If a competitor were to ‘attempt to compete in
either of these fashions, the- ﬁnancial results of our affected station could decrease due to increased promotional and other
expenses and/or lower advertlsmg revenues.. We cannot assure you that any one of our radlo stations w1ll be able to mamtam or
increase its current audience ratings and radio advertising revenue market share.-

Our stations compete for audlences and advertising revenues within their respective markets directly with other radlo
stations, as well as with other media such as newspapers, magazines, ovet-the-air and cable television, outdoor advertising and
direct mail. The radio broadcasting mdustry also competes with other media technologies such as satellite-delivered digital
audio radio service, audio programmmg ‘'offered by cable systems, direct broadcast satelllte systems Intemet content providers,
personal communications services and other wireless digital audio delivery services as well as low-power FM radio, which*has
resulted in new noncommercial FM stations serving small, localized areas. The radio broadcasting industry historically has
grown despite the introduction of competing technologies for the delivery of entertainment and information, such as television
broadcasting, cable telev151on audiotapes, personal digital audio devices and compact discs. There can be no assurances,

.




. however, that this hlSlOrlCﬁl growth will continue or that the development or introduction in the future of any ex1st1ng or new

: l’l'ledla technology will not have an adverse effect on the radio broadcasting industry.

N

HD Radio g .

The FCC selected In-Band On-Channel™, or IBOC, as the exclusive technologry for introduction of terrestrial digital
operations by AM and FM radio stations. The technology is also known as “HD Radio™..” The advantages of digital audio
broadcasting over traditional analog broadcasting technology include improved sound quaiity, additional channels and the
ability to offer a greater variety of auxiliary services. HD Radio™ technology permits a station to transmit radio programming
in both analog and digital formats, and eventually in digital only formats, using the bandwidth that the radio station is currently
licensed to use. It is unclear what impact the introduction of digital broadcasting will have on the radio markets in which we
compete. Under Special Temporary Authority, the FCC has authorized use of HD Radio™ digital technology developed by
iBiquity Digital Corporation, or iBiquity, on FM stations full-time and on AM stations day-time only. The final digital radio
rules remain under consideration by the FCC.

We currently utilize HD Radlo -digital technology on most of our FM stations and plan to complete the installation
of this technology on most of our remaining FM stations in 2007. In addition to committing to the use of this technology, we
have also purchased an equity interest in iBiquity. We are also a founding member of the HD Digital ‘Radio Alhance
Association, which was formed to promote and develop HD Radio™ and its digital multlcast operations.

'Federa] Regulation Of Radio Broadcasting

The radio broadcasting industry is subject to extensive and changing regulation of, among.other things, ownership
limitations, program content, advertising content, technical operations and business and employment pracnces The ownership,
operation and sale of radio stations are subject 10 the jurisdiction of the FCC. Among other things, the FCC:

Pl

. asmgns frequency bands for broadcasting;
» determines the particular frequencies, locations, operating power, and other technical parameters of stations;
s issues, renews, revokes and modifies station licenses;

¢ determines whether to approve changes in ownership or control of station licenses;

¢ regulates equipment used by radio stations; and '

.» adopts and 1mplements regulations and policies which dlrectly affect the ownershlp, operation and
. employment practices of stations. :

The FCC has the power to impose penalties for violations of its rules under the Communications Act of 1934, or the
.Communications Act, including the imposition of monetary fines, the issuance of short-term licenses, the imposition of a
condition on the renewal of a license, the denial of authority to acquire new stations, and the revocation of operating authority.
The maximum fine for a single violation of the FCC’s rules is currently $32, 500. A new law has increased the maximum fine
for a violation of the FCC’s “indecency” rules to $325,000, with a maximum fine of up to $3.0 million for a contmumg
violation, with such penalties to be effective upon the:FCC’s adoption of implementing regulations.

The followmg is a brief summary of certain provisions of the Communications Act and of certain specific FCC
_regulations and policies. This summary is not a comprehensive listing of all of the regulations and policies affecting radio

. stations. For further information concerning the nature and extent of federal regulation of radio stations, you should refer to the

Communications Act, FCC rules and FCC public notices and rulings.

FCC Licenses, Radio stations operate pursuant to renewable broadcasting licenses that are ordinarily granted by the FCC for
maximum terms of eight years. Certain of our subsidianies hold the FCC licenses for our stations. A station may continue to
operate beyond the expiration date.of its license if a timely filed license renewal application is pending. During the periods
when renewal applications are pending, petitions to deny license renewals can be filed by interested parties, including members
of the public, on a variety of grounds. The FCC is required to renew a broadcast station license if the FCC finds that the statlon;
_ has served the public interest, convenience and necessity; there have been no serious violations by ‘the licensee of the
Communications Act or the FCC’s rules and regulations; and there have been no other violations by the licensee of the
. Communications Act or the FCC’s rules and regulations that, taken together, constitute a pattern of abuse.



If a challenge is filed against a renewal application, and, as a result of an evidentiary hearing, the FCC determines that
the licensee has failed to meet certain requirements and that no mitigating factors justify-the imposition of a lesser sanction, the
FCC may deny a license renewal application. Historically, FCC licenses have generally been renewed. A petition to deny the
renewals of all of the Sacramento market stations has been filed and is pending, to which we have responded. Informal
objections to the renewal of the licenses of our stations in Washington, Oregon, Massachusetts, Rhode Island, New York and
Pennsylvania have been filed or are pending. Subject to thie resolution of open FCC inquiries, we have no reason to believe
that our licenses will not continue to be renewed in the ordinary. course, although there can be no assurance to that effect. The
non-renewal of one or more of our licenses could have a material adverse effect on our business.

The operation of a radio broadcast station requires a license from the Federal Communications Commission, or FCC.
The number of radio stations that can operate in a given market is limited by the number of AM and FM frequencies allotted by
the FCC to communities in that market. The FCC’s multiple ownership rules further limit the number of stations serving the
same area that may be owned or controlled by a single entity. On June 2, 2003, the FCC adopted new ownership rules that
define the local radio market by reference, where available, to the geographic markets established by Arbitron. Various pro-
regulatory and deregulatory parties appealed the FCC decision to the U.S. Court of Appeals for the Third Circuit, which stayed
the effective date for the new rules. In June 2004, the Court of Appeals affirmed the FCC’s decision to use Arbitron markets
but remanded the case to the FCC for further consideration of the numerical limits imposed on the number of stations a single
party could own in such markets. The Court of Appeals, however, left the stay in place. On September 3, 2004, the Court of
Appeals granted the FCC’s request for a partial lifting of the stay of the new radio ownership rules and allowed four aspects of
the new rules to take effect: (1) the use of Arbitron markets to define local radio markets where available; (2) the inclusion of
non-commercial radio stations in determining the number of stations in the market; (3) the attribution of joint sales agreements
with in-market stations; and (4) the limitations on the transfers of non-compliant ownership clusters. The FCC has commenced
a new rule making proceedmg pursuant to the remand from the Court of Appeals, which remains pending.

The FCC classifies each AM and FM station. AM stations are classified as Class A, B, C or D depending on the type
of channel and area they are designed to serve. Class A stations operate on an unlimited time basw and are designed to render
primary and secondary service over an extended area. Class B stations operate on an unlimited time basis and are designed to
render service only over a primary service area. Class C stations operate on a local channel and are designed to render service
only over a primary service area that may be reduced as a consequence of interference. Class D stations operate either durmg
daytime hours only, during limited times only or on an unlimited time basis with low nighttime power. -

The class of an FM station determines the minimum and maximum facilities requirements. Some FM class
designations depend upon the geographic zone in which the transmitter site of the FM station is located. In general, commercial
FM stations are classified in order of increasing maximum power and antenna height, as follows: Class A, Bl, C3, B, C2, Cl,
CO0 and C. Class C FM stations that do not meet certain minimum antenna height parameters are'subject to an involuntary
downgrade in class to Class CO under certain circumstances, so that their class reflects the existing operating characteristics of
the station.

Our FCC License Classification

The following table, which includes all pending radio station acquisitions and dispesitions as of February 15, 2007,
lists each station in market order by radio revenue and sets forth the metropolitan market served (the FCC-designated city of
license may differ), the transaction status if currently under an agreement of sale or purchase, the call tetters, frequency, FCC
license classification, antenna height above average terrain (“HAAT"), power and FCC license expiration date.

. Transuction AM FCC HAAT Power in Expiration

Market Status Station FM Frequency Class . (in meters) Kilowatts (1) of FCC Lice
San Francisco, CA  Acquisition Pending KDFC FM 102.1 MHz B . 319 : 33 December L,
Acquisition Pending KMAX FM 957 MHz B 393 6.9 December 1,

Acquisition Pending  KOIT FM 96.5 MHz B 480 24 December 1,




_ Transaction AM FCC HAAT Power in Expiration Date
Market Status -Station FM Frequency Class (in meters) Kilowatts (1) of FCC License
_ ~ Boston, MA _ WAAF FM 107.3 MHz B 335 20 April1, 2006 (5)
WEEI AM 850 kHz B . 50 ~ April 1, 2006 (5)
WKAF FM 977 MHz A 173 1.7 April 1,2014
WMKK FM 937 MHz B 179 34 April 1, 2006 (5)
wo WRKOQ AM 680 kHz B . 50 April 1, 2006 (5)
WVEI(2) AM 1440 KkHz B . 5 April 1, 2006 (5)
Sc'gnlc, WA Disposition Pending  KBSG FM 973 MHz C 729 55 * February 1, 2006 (5)
S Disposition Pending KIRO AM 710 kHz A * 50 * February 1, 2006 (5)
KISW FM 99.9 MHz C 714 58 February 1, 2006 (5)
: KKWF FM 100.7 MHz C 714 58 February 1, 2006 (5)
, ' KMTT FM 103.7 MHz c 714 58 February 1, 2006 (5) -
KNDD FM 107.7 MHz C 714 58 February 1, 2006 (5)
Disposition Pending  KTTH AM 770 ¥Hz B . 50-D/5-N February 1, 2006 {5)
Denver, CO" - KALC FM 1059 MHz C 524 100 April 1,2013
: £ KEZW AM 1430 kHz B . 10-D/5-N April 1,2013
KOSI FM 101.1 MHz C 495 100 April 1, 2013
! KQMT FM 99.5° MHz C 495 100 Aprit 1, 2013
Sacramento, CA KCTC AM 1320~ kHz B . 5 December 1, 2005 (5)
KDND M 107.9 MHz B 123 50 December 1, 2005 (5)
l KRXQ FM 98.5 MHz B 151 50 December 1, 2005 (5)
KSEG FM . 96.9 MHz B 1‘52. 50 December 1, 2005 (5)i
) KSSJ FM 947 MHz Bl 99 25 " December |, 2005 (5)
KWOD FM 106.5 MHz B 125 50 December 1, 2005 (5)
Cincinnati, OH Acquisition & WKRQ FM 101.9 MHz B 264 16 October 1, 2012
: Disposition Pending ’ -
Acquisition & WSWD M 949 MHz B 322 10.5 October 1, 2012
Disposition Pending to :
Acquisition & WUBE FM 1051 MHz B 279 14.5 October 1, 2012
Disposition Pending ' :
* Acquisition & WYGY M 973 MHz A 155 2.55 August 1, 2004 (5)
Disposition Pending
: i
Portland, OR KFXX  AM 1080 kHz B . 50 -D/10-N February 1, 2006 (5)
v KGON M 923 MHz c 386 *100 February 1, 2006 (5)
. ; KNRK FM 947 MHz C2 403 63 February 1, 2006 (5)
' KRSK FM 1051 MHz cr’ 470 225" February 1, 2006 (5)
' KWl FM 99.5 MHz cr 386 52 February 1, 2006 (5)
Disposition Pending  KTRO AM 910 kHz B . 5 February 1, 2006 (5)
KYCH M 97.1 MHz C 186 100 February 1, 2006 (5)
KKSN(3) AM 1390 kHz B s 5-D/0.69-N February 1, 2006 (5)
Kansas City, MO KCSP AM 610 XHz B . 5 February 1, 2013
KKHK (4) AM 1250 kHz B . 25-D3.TN June 1, 2013
. KMBZ AM 980, kHz B . 5 February 1,2013
"KQRC FM 989 MHz Co 335 100 - February 1, 2005 (5)
KRBZ FM 96.5 MHz co 335 100 February 1,2013
KUDL. FM 98,1 MHz co 335 100 June 1, 2013
KXTR (4) AM 1660 kHz B * 10-D/1-N June 1, 2005 (5) .
KYYS FM 99.7 MHz Co 335 100 February 1, 2013
WDAF M 1065 MHz Cl 299 100 February 1, 2013




A .- Transactien . o AM

WSMW

: : : FCC HAAT Power in Expirition Date
T Market Status Station FM Freguency * Class (in meters) Kilowatts (1) “of FCC License
Indianapolis, IN WTPI FM 1079 MHz B 232 22 August 12012
WNTR  AM 1430 KkHz B * 5 " August 1,2012
WZPL FM 99 5 MHz B 236 9.5 Augus: 1,2012
Milwaukee, W1 WMYX FM 99.‘l. MHz B 137 50 December 1, 2012
: WSSP AM 1250 kHz B . 5 December 1, 2012
WXSS FM 103.7 MHz B 257 19.5 December 1, 2012
. Austin, TX Acquisition Pending KAMX FM 947 MHz Cco 398 100 August 1, 2013
: Acquisition Pending KJCE AM 1370 kHz B * 5-D/0.5-N August 2, 2013
’ Acquisition Pending KKMJ FM 95.5 MHz Cl 398 50 August 1, 2013
Acquisition and KXBT FM 1043 MHz c2 150 48 August 1, 2013
Disposition Pending -
Norfolk, VA WNVZ FM 104.5 MH:z B 146 50 October 1, 2011
' WPTE M 94.9 MHz B 152 50 October §, 2011
WVKL FM 95.7 MHz B 268 40 October 1, 2011
WWDE FM 161.3 MH:z B 152 50 October 1, 2011
Buffalo, NY WBEN AM 930 kHz B * 5 June 1, 2Q06 (5}
WGR AM 550 kHz B * 5 June 1, 2006 (3}
WKSE FM 98.5 MHz B 128 46 June 1,2006 (S)
WLKK FM 107.7 MH:=z B 244 19.5 June t, 2006 (5)
WTSS FM 102.5 MHz B - 355 110 June 1, 2006 (5),
WWKB  AM 1520 kHz A . 50 June 1, 2006 {5)
WWWS AM 1400 kHz C * i June 1, 2006 (5)
‘New Orleans, LA WEZB FM 97.1 MHz C 300 100 June 1, 2012
' ‘ WKBU FM 957 MHz o] 300 9% June 1,2012
WLMG FM 1019 MHz co 300 100 June 1,2012
. WWL FM 1053 MHz C 306 100 June 1, 2012
i WWL AM 870 kHez A . 50 June 1,2012
WWWL AM 1350 kHz B b ‘5 June 1, 2012
Providence, Rl WEEI FM 103.7 MHz B 173 37 April 1, 2006 (5)
: Mell'nphis, ™ Acquisition Pending ' WMC FM 99.7 MHz C 2717 300 August 1; 201'2"
Acquisition Pending WMC AM 790 kHz B * 5 August 1,2012
Acquisition Pending ' WMF3 FM 929 MHz A 100 6 August 1, 2012
WRVR FM 104.5 MHz c1 . 229 100 August 1, 2012
WSMB  AM 680 kHz B * 10-D/S-N- August 1, 2012
WSNA FM 94.1 MHz Cc2 144_ 50 August 1, 2012
Greensboro, NC WEAL AM 1510 kHz D b 1-D December 1, 2011
WIMH FM 102.! MHz C 367 100 December 1, 2011
WPAW  FM 93.1 MHz o 335 100 December 1, 2011
WPET AM 950 kHz D * 0.54-D/0.041-N December 1, 2011
WOMG FM 97.1 MHz Co 327 100 December 1, 2011
M 98.7 MHz co 375 100 December 1, 2011




Transaction . AM FCC HAAT * Powerin Expiration Date

Market + Status- Station - FM . . Frequency . Class (in meters) Kilowatts (1) of FCC License
Rochester, NY (6) ' WBEE FM 92.5 MH: B 152 50 ¢ June 1, 2006 (5)
: L WBZA FM 989 MHz B 172 37 June 1, 2006 (5)
WFKL FM - 933 MHz A 117 44 Tune 1, 2006 (5)
s WROC AM 950 kiz B . 1 June 1, 2006 (5)
Greenville/ . WFBC FM 93.7 MHz C 552 00 December 1, 2011
Spartanburg, SC . - WGVC FM 106.3 MH:z C3 : 100 25 December 1, 2011
WORD  AM 950 kHz . B ox : 5 December 1, 2011
WROQ FM 101.1 MHz co 301 100 December 1, 2011
WSPA FM 989 MHz C 580 100 - December 1, 2011
WTPT FM 93.3 - MHz C 619 . 93 December 1, 2011
WYRD AM 1330 kHz B * 5 December 1, 2011
Madison, WI WCHY FM 105.1 MHz A 74 6 .- * December 1, 2012
WMMM FM 105.5 MHz A 175 2 December 1, 2012
WOLX FM 949 MHz ‘ B 396 37 Deceml:ier!;20]2
Wichita, KS . . . KDGS FM 939 MHz C3 100 25 June 1,2013
S ' KEYN FM 1037 MHz ° co 307 100 June 1,2013
KFBZ + FM 105.3 MHz co 307 100 June 1, 2013
KFH AM 1240 kHz C * 0.63 June 1, 2005 (5)
KFH FM 987 MHz C2 150 50 June 1, 2005 (5)
KNSS AM 1330 ‘kHz ’ B * 5-D/5-N June 1, 2005 (5)
Wilkes-Barre/ ‘ WBZU AM 910 kHz B * ' 1-DA0.S-N August 12006 (5)
Scranton, PA ' WDMT FM 1023 MHz A . 5.8 ‘August 1, 2006 (5)
WFEZ FM 1031 MHz A 22 6 August 1, 2006 (5)
WGGI FM 959 MHz A 117 42 August 1, 2006 (5)
WGGY M 1013 MHz B 365 : 7’ August 1, 2006 (5)
WILK' AM 980 kHz B . 5-DAI-N 0 August 1, 2006 (5)
WKRZ - FM 98.5 MHz B 357 8.7 : f\u'gusal,zooﬁ %)
WKRF FM 107.9 MHz A 267 . 0.84 August 1, 2006 (5)
! - WKZN AM 1300 kHz - ‘B hd - 5-D/0.5-N August 1, 2006 (5)
 Springfield, MA  Acquisition Pending  WVEI FM 1055 MHz A 80 o Afmll,zou .
Gainesville/ WKTK FM 98.5 MHz Cl ' 299 100 k ‘February 1, 2012
‘Ocala, FLL - WSKY FM 97.3 MHz 2 289 ' 135 - February 1,2012
* Not apphcable for AM transmission facilities. ' r'
(1) " - Parsuant to FCC Tules and regulatmns many AM radio stations are llcensed to operate at a reduced power during the

mghmme broadcastmg hours, which can result in reducing the radio station’s coverage during the nighttime hours of
operation. Both daytime and mghttlme power ratings are shown where applicable. For FM stations, the maxtmum
“effective radiated power in the main lobe is given. '

(2y ~ WVEI-AM s llcensed to the adjacent commumty of Worcester Massachusetts and simulcasts WEEI-AM
programmmg

(3) KKSN-AM is licensed to Salem, Oregon within the Portland market and mmutcasts KFFX-AM programming.

(4)- The FCC rules require that by the end of a five-year transition penod which explred in October 2006 but was

o extended pending resolution "of a requested FCC rule change, we must elect to operateron either the 1250 kHz
frequency or the 1660 kHz frequency and surrender the other frequency to'the FCC. . .

(5) . Asof February 15, 2007, application for license renewal is pending with the, FCC

- (6) On August 18, 2006, the Company entered into an asset purchase agreement with CBS Radio Stations Inc..to acquire

the assets of four radio stations (WCMF FM, WPXY FM, WRMM FM and WZNE FM) serving the Rochester radio




market for $42.0 million in cash, Under the Communications Act, the FCC imposes specific limits on the number of
commercial radio stations an entity can own in a single market. Due to these restrictions, we cannot own or operate
more than five FM radio stations in this market. In addition, we are required to meet certain requirements under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976, ‘as amended ("HSRA"). As a result, we agreed to divest three
FM radio stations. Such divestiture must be approved by the U. S. Department of Justice under the HSRA and by the
FCC.

Transfer Or Assignment Of Licenses. The Communications Act prohibits the assignment of broadcast licenses or the.transfer
of control of a broadcast licensee without the prior approval of the FCC. In determining whether to grant such approval, the
'FCC considers a number of factors pertaining to the existing licensee and the proposed licensee, including:

e compliance with the various rules limiting common ownership of media properties in a given market;
o  the “character” of the proposed licensee; and

. compllance with the Communications Act’s limitations on alien ownership as well as compliance with other
' FCC regulations and policies.

. To obtain FCC consent to assign or transfer control of a broadcast license, appropriate applications must be filed with
the FCC. Interested parties may file objections or petitions to deny such applications. When deciding whether to grant its
- consent to an assignment or transfer application, the FCC is prohibited from considering whether the public interest might be
served by assignment or transfer of the broadcast license to any party other than the ohe specified in the application, No
assignment or transfer application will be granted for any station by the FCC while a renewal application is pending for the
station, Once an assignment or transfer application is granted, interested parties have 30 days following public notice of the
grant to seek reconsideration of that grant. The FCC usually has an additional ten days to set aside the grant on its own motion.
The Communications Act permits certain court appeals of a contested grant as well. A petition to deny our application to
acquire stations from CBS Radio Stations Inc. in Ohio, Kenrucky, Texas, Tennessee and New York has been filed, and an
informal objectlon against our apphcatron to acquire a station in Springfield, Massachusetts has also been filed. We have
responded to these objections, which remain pending.

-Multiple Ownerchrp Rules. The Communications Act lmposes specific limits on the number of commercial radio stations an
.entity can own in a single market. FCC rules and regulations, in effect since 1996, have implemented these limitations. On
. June 2, 2003, the FCC adopted new ownership rules followmg a comprehensive review of its ownership regulations. These.
new ownership rules include: (i) new cross-media limits that in certain markets eliminated the newspaper-broadcast cross-
ownership ban and altered the television-radio cross-ownership limitations; and (ii) regulations that revised the manner-in
which the radio numeric ownership limitations were to be applied, substituting where available geographic markets as
determined by Arbitron in place of the former standard which was based on certain overlapping signal contours. These new
rules were -appealed to the U. S. Court of Appeals for the Third Circuit, and have been remanded to the FCC for further
proceedings that are now on-going. The 2003 rules remain subject to further admmlstranve proceedings and judicial review, as
well as subjcct to possible legislation to be considered in Congress ‘

The FCC’s newspaper-broadcast cross- ownership rules prevent the same party from owning a broadcast station and a
daily. newspaper in the same geographic market, and the radio-television cross-ownership rules limit the pumber of radio
stations that a local owner of television stations may hold. We own no television stations or daily newspapers, but, to- the
extent these limitations are not ultlmateiy eliminated, the continued existence of any cross-media rules may limit the
prospective buyers in the market of any stations we may wish to sell. The ownership rulés also effectwely prevent us from
selling stations in a market to a buyer that has reached its ownership limit in the market.

Under the local radio ownershlp rule, as curremly enforced, the number of radio stanons that can be owned by a single
entity in a local radio market-is as fo]lows

. in markets with 45 or more commercial and non-commercial radio stations, ownership is limited to-eight
commercial stations, no more than five of which can be in the same service (that is, AM or FM);

.o in markets with 30 to 44 commercial and non-commercial radio stations, ownership is limited to seven
" commercial stations, no more than four of which can be in the same service;




o in markets with 15 to 29 commercial and non-commercial radio_stations, ownership is limited to six
comunercial stations, no more than four of which can be in the same service; and

e in markets with 14 or fewer commercial and non-commercial radio stations, ownership is limited to five
commetcial stations or no more than 50% of stations in the market, whichever is lower, and no more than
three of which can be in the same service.

- . The rules, as now enforced, define a “local radio market” as all radio stations, both commercial and non-commercial,
which are included within an Arbitron market, where available, or which have certain overlapping signal contours under
procedures adopted by the FCC for, stations located outside of Arbitron markets. The Court of Appeals affirmed these
procedures, including consideration of non-commercial stations, the adoption of the geographic Arbitron market analysis, and
the.application of numerical limits to iocal radio ownership. The Court of Appeals has, however, remanded to the FCC for
further justification the specific numerical limitations selected by the FCC. In the interim, the numerical limitations described
above are being applied, as they.are the same as the Iimitations under the former rules,
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.} Market clusters, such as our holdmgs in Greenville, Kansas City and Wilkes- Barre/Scranton which had been licensed
under the former ownership rules but exceed the ownership limits when applying the Arbitron-based market standard of the
present rule,.are considered ‘‘grandfathered.” Similarly, as the number of stations in a market may fluctuate from time to time,
the number of stations that can be owned in a market can.vary over time.. Once the FCC approves the ownership of a cluster of
stations in a market, that owner maycontinue.to hold those stations under the “grandfathering” policies, despite a decrease in
the number of stations in the market. If, at the time of a proposed future transaction, a cluster does not comply with the
multiple ownership limitations based upon the number of stations then considered.to be in the market, the entire cluster cannot
be transferred-intact to a single party.unless the purchaser qualifies under specified standards as a small business. As noted
previously, the local radio.ownership rules remain subject to further modification by.the FCC on remand from the Court of
Appeals, or by-the court in its consideration of the FCC’s decision on-remand. In addition, a number of parties have urged
Congress to undertake a comprehensive review of the Communications Act, including its ownershlp provisions, and proposals
" may be introduced in Congress which could result in still different ownership rules affecting, among other matters, the number
of stations that may be owned .in;a common geographic area and whether existing combinations ‘would be considered as
“grandfathered.” >
Alien Ownership Rules. The Communications Act prohibits the issuance to, or holding of broadcast licenses by, foreign
governments or aliens, non-U.S. citizens, whether individuals or entities, including any interest in a corporation which holds a
broadcast license f more than,20% of the capital stock_is owned or voted by aliens. In addition, the FCC may prohibit any
corporation from holdmg a broadcast license if the corporation is directly or indirectly controlled by any other corporatxon of
which more than 25% of the capital stock is owned of record or voted by aliens if the FCC finds that the prohibition is in the
public interest. Our articles of incorporation prohibit the ownership, voting and transfer of our capital stock in violation of the
FCC restrictions, and prohibit the issuance of capital stock or the voting rights such capital stock represents to or for the
account of aliens or corporations otherwise subject to controt by aliens in excess of the FCC limits.
Programming And Operation. The Communications Act requires broadcasters to serve the “public interest.” A licensee. is
required to"present. programming that,is responsive to issues in the station’s community of license and to maintain records
_ demonstratmg this responsiveness. The FCC will often consider complaints from listeners concemning a station’s public service
programmmg when it evaluates renewal applications of a licensee, but the FCC may consider complaints at any-time and may
impose fines or take action for violations of the FCC’s rules. The FCC regulates, among other things, political advertising;
sponsorship identifications; the advertisement of contests and lotteries; obscene, indecent and profane broadcasts; certain
employment practices; and certain technical operation requirements, including limits on human exposure to radio-frequency
radiation. - L . ) : X .

In recent years, the FCC has received an increasing number of complaints alleging that broadcast stations have carried
indecent programming at times when children may be in the audience, in violation of federal criminal law and the FCC’s
policies, which prohibit programming that is deemed to be “indecent or profane” under FCC decisions and broadcast during the
hours of 6:00 am until 10:00 pm; the period between 10:00 pm through 6:00 am is considered to be a “safe harbor” period and
less stringent standards apply to programming carried then. The FCC has greatly intensified its enforcement activities with
respect to programming which it considers “indecent” or “profane,” including: (1) readying an increase to $325,000 per
occurrence as the maximum monetary fine for such proven violations of FCC policies, as authortzed by a recent change in
federal law; (2} imposing fines on a “per utterance” basis instead of the imposition-of a single fine for.an entire program; and
(3) repeatedly warning broadcasters that future “‘serious” violations may result in the commencement of license revocation




proceedings. We have a number of outstanding indecency proceedings in which we are continuing to defend the stations’
conduct. The existence of these proceedings has been cited in the petition to deny and the informal objections filed against the
renewal applications and in the filings opposing new station acquisitions. For further discussion, please refer to Part I, Item 3,
“Legal Proceedings,” and to the risk factors described in Part I, Ttem 1A, “Risk Factors.” :

. The FCC has rules requiring that when money, goods, services or other valuable consideration has been paid or
promised to a station or an employee for the broadcast of programming, appropriate sponsorship identification
announcement(s) must be given. The FCC has initiated an inquiry regarding sponsorship -identification practices at several
media companies, including us. We are cooperating with the FCC in its investigation, which remains pending. We have entered
into a consent judgment terminating a lawsuit brought by the New York Attorney General, in which we agreed to adopt a
number of business reforms and practices in the future and to make a payment to a non-profit oorganization to support music
education and appreciation. We admitted no liability, and the court found none. '

- The FCC has rules prohibiting employment discrimination by broadcast stations on the basis of race, religion, color,
national origin and gender. These rules require broadcasters generally to: (1) refrain from discrimination in hiring and
promotion; (2) widely disseminate information about all full-time job openings to all segments of the community to ensure that
all qualified applicants have sufficient opportunity to apply for the job; (3) send job vacancy announcements to recruitment
organizations and others in the community indicating an interest in all or some vacancies at the station; and (4) implement a
number of specific longer-term recruitment outreach efforts, such as job fairs, intemship programs, and interaction with
educational and community groups from among a menu of approaches itemized by the FCC. The applicability of these policies
to part-time employment opportunities is the subject of a pending further rulemaking proceeding.

The FCC has adopted procedures for the auction of broadcast spectrum in circumstances when two or more parties
have filed for new or major change applications that are mutually exclusive. Such procedures may limit our efforts to build
new stations, or to modify or expand the broadcast signals of our existing stations. The FCC has also adopted a new rule that
may facilitate making changes in the designated community of license of a radio station and allow stations to be relocated in
'ways that might result in increased competition to our existing stations. ’ ‘ ' : !

Proposed And Recent Changes. Congress and the FCC may in the future consider and adopt new laws, regulations and
policies regarding a wide variety of matters that could affect, directly or indirectly, the operation, ownership and profitability of
our radio stations; result in the loss of audience share and advertising revenues for our radio stations; and affect our ability to
acquire additional radio stations or to finance those acquisitions. ‘ . :

We cannot predict what other matters may be proposed or considered by the FCC or Congress, and we are unable to
determinc what effect, if any, the adoption of any such restrictions or limitations may have on our operations.

Federal Antitrust Laws. The -federal agencies responsible for enforcing the federal antitrust laws, the Federal Trade
Commission and the Department of Justice, may investigate ‘certain acquisitions. For an acquisition meeting certain size
thresholds, the Hart-Scott-Rodino Antitrust Improvements Act of 1976 requires the parties to file Notification and Report
Forms with the Federal Trade Commission and the Department of Justice and to observe specified waiting period requiremnents
before consummating the acquisition. Any decision by the Federal Trade Commission or the Department of Justice to
challenge a proposed acquisition could affect our ability to consummate the acquisition or to consummate it on the proposed
terms. We cannot predict the outcome of any specific Department of Justice or Federal Trade Commission investigation.

Employees

" As of February S, 2007, we had a staff of 1,799 full-time employees and 1,013 part-time employees. In our Kansas
City market, we are a party to a collective bargaining agreement with the American Federation of Television and Radio Artists
(“AFTRA"). Whilte the AFTRA agreement expired in 2005, it continues to apply to some of our programming personnel. We
are currently renegotiating this agreement and cannot predict the outcome of these negotiations. Approximately 5 employees
are represented by this collective bargaining agreement: We believe that our relations with our employees are good. In
addition, we will assume a collective bargaining agreement with AFTRA that covers certain on air personnel in the San
Francisco market in connection with a pending transaction to acquire three radio stations in San Francisco. h

]

Corporate Governance

Code Of Business Conduct And Ethics. We have adopted a Code of Business Conduct and Ethics that applies to each
of our employees including our principal executive officer and senior members of our finance department. Our Code of
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Business Conduct and Ethics can be found on' the Corporate Governance-page of our website located at www.entercom.com.
We will provide a  paper copy of the Code of Business Conduct and’Ethics upon any request by a shareholder RS

Board Committee Charters. Each of our Audlt Commuttee, Compensatlon Commlttee and Nominating/Corporate
Governance Committee has a committee charter as required by the rules of the New York Stock Exchange. These committee
¢harterscan be: found on the Corporate Governance page of- our website-located at www.entercom.com: We will prov1de a

lpaper ‘copy of any one or more of such charters upon any request by a shareholder T : :
e - o : . Coe o
Corporate Governance Guidelines. - New York Stock Exchange rules require our Board ofDirectors to establlsh
‘certain Corporate Governance Guidelines. - These guidetines can be found on the Corporate Governance page of our website
located at www .entercom.com. - We will provide a paper copy of our Corporate Governance Guidelines upon any request by a
shareholder. : :

. New York Stock Exchange CEO Certification. On May 30, 2006, our Chief Executive Officer submitted to the New
YorkrStock .Exchange the “CEO Certification” reqmred by Section 303A 12(a) of the New York Stock Exchange Listed
Company Manual.

Enwronmental Compltance o -, oo v

. As the owner lessee or operator of various real properties and facnlltles we are subject to various federal state and
local envrronmental Jaws and regulations. Historically, compliance with these laws and regulations has. not had a material
adverse effect on our business. There can be no assurance, however, that compliance with existing or new env1ronmental laws
".and regulat:ons will not require us to make significant expenditures of funds. :

‘Seasonality o _ o B ‘ . S

Seasonal revenue fluctuatlons are common in the radio broadcastmg ‘industry and are clue primarily to ﬂuctuatlons m
advertlslng expenditures. Our revenues and broadcast cash flows are typically lowest in the first calendar quarter

"ITEM 1A, RISK FACTORS ,

Many statements contamed in’ this report are forward- ]ookmg in nature. These statements are based on eurrent plans, -
intehtions or expectations, and actual results could differ materially as 'we cannot’ guarantee that we will achleve these plans
mtentlons or expectatlons Among the factors that could cause actual results to dlffer are the followmg E

We Face Many Unpredlctahle Business Rlsks, Both General And Specrﬁc To The Radio Broadcastmg lndustry, Whlch
. Could Have A Matertal Adverse Effect On Our Future Operatlons. 5

o
FERA

* Our future” operatlons are subject o many busmess nsks 1ncludmg those rlsks that spec1fically 1nﬂuence the radlo
broadcastmg mdustry Wl'llCh could have a material adverse effect on our, busmess 1ncludmg

R A T

.. econontic eohditions,‘both generally and relative to the radio broadcasting industry;

P

» shiftsin population, dernographics or audience tastes; , )
. - .o
s the level of competition for advertising revenues with other radio stations and other entertainment and

cornmunications media; i
.. technologtcal changes and innovations;

cTa . . 'l ) L . ) B i

4 C-er ipew laws and regulattons and , . . e

s e changes in govemmental regulatlons and pollc:les and actions of federal regulatory bodles mcludtng the
" FCC, the Department of Justice and the Federal Trade Commnssron

leen the inherent unpredlctablltty of these vanables we cannot with any degree of certainty predlct what effect, if

-any, these variables will have’on our futire operatlons Generally, advertising tends. to decline during economic recessmn or

downturn: Consequently, our advertising revenue is likely to be adversely affected by a recession ‘or downturn in the United
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States economy, the economy of an individual geographic market in which we own or operate radio stations, or other events or
circumstances that adversely affect advertising activity. . : :

Our Radio Stations May Not Be Able To Compete Effectively In Thelr Respectwe Markets For Advertlsmg Revenues.

Our radio broadcastmg stations are in a highly competmve busmess Our rad:o stat:ons compete for audlences and
advertising revenues within their respective markets directly with other radio stations, as well as with other media, such as
newspapers and magazines, Intemet, broadcast and cable television, outdoor advertising and direct mail. Audience ratings and
market shares are subject to change, and any change in a particular market could have a material adverse effect on the revenue
of our stations located in that market. While we aiready compete in some of our markets with. other stations with similar
programming formats, if another radio station in a market were to convert its programming format to a format similar to one of
our stations, if a new station were to adopt a comparable format or if an existing competitor were to strengthen its operations,
our stations could suffer a reduction in ratings and/or advertising revenue and could incur increased promotional and other
expenses. Other radio broadcasting companies may enter into the markets in which we operate or may operate in the future.
These companies may be larger and have more financial resources than we have. We cannot be assured that any of our $tations
will be able to maintain or increase their current audience ratings and advertising revenues. -

The FCC Has Engaged In Vigorous Enforcement Of Its Indecency Rules Against The Broadcast Industry, Which
Could Have A Material Adverse Effect On Our Business.

FCC regulations prohibit the broadcast of obscene material at any time and indecent material between the hours’ of
6:00 a.m, and 10:00 p.m. In the last several years, the FCC has enhanced its enforcement efforts relating to the regulation’ of
indecency and has threatened on more than one occasion to initiate license revocation proceedings against a broadcast licensee
~ who commits a “serious” indecency violation. Congress has dramatically increased the penalties for broadcasting obscene,
indecent or profane programming and potentially subject broadcasters to license revocation, renewal or quahﬁcatmn
proceedings in the event that they broadcast indecent material. In addition, the FCC’s heightened focus on the indecency
regulatory scheme, against the broadcast mdustry generally, may encourage third parties to oppose our license renewal
applications or apphcatlons for consent to acquire broadcast stations. Several of our stations are currently subject to indecency-
related inquiries and/or proposed fines at the FCC’s Enforcement Bureau as well as objections to our license rencwals based on
such inquiries and proposed fines, and we may in the future become subject to additional inquiries or proceedings related to our
stations’ broadcast of obscene, indecent or profane material, To the extent that these inquiries or other proceedings result in the
imposition of fines, a settlement with the FCC, revocation of any of our station llcenses or denials of license renewal
applications, our results of operation and business could be materlally adversely affected.

We Are Dependent On Federally-Issued Licenses To Operate Our Radio Stations And Are Subject To Extensive
Federal Regulation.

_ The radio broadcasting industry is subject to extensive regulation by the FCC under the Communications Act (see for
example, the discussion of FCC regulations contained in Part I, Item 1, “Business,” of this Form 10-K). We are required to
obtain licenses from the FCC to operate our radio stations. Licenses are normally granted for a term of eight years and are
renewable. Although the vast majority of FCC radio station licenses are routinely renewed, we cannot be assured that the FCC
will approve our future renewal applications or that the renewals will not include conditions or qualifications. A number of our
applications to renew our station licenses have been objected to by a third party and remain pending before the FCC. The non-
renewal, or renewal with substantial conditions or modifications, of one or more ‘of our licenses could have a material adverse
effect on us. .

We must comply with extensive FCC regulations and policies in the ownership and operation of our radic stations.
FCC regulations limit the number of radio stations that a licensee can own in a market, which could restrict our ability to
¢onsummate future transactions and in certain circumstances could require us to divest some radio stations. The FCC’s rules
governing our radio station operations impose costs on our operations, and changes in those rules could have an adverse effect
on our business. The FCC also requires radio stations to comply with certain technical requirermnents.to limit interference
between two or more radio stations. [f the FCC relaxes these technical requirements, it could impair the signals transmitted by
our radio stations and could have a material adverse effect on us. Moreover, these. FCC regulations and others may change over
time, and we cannct be assured that those changes would not have a material adverse effect on us. The FCC has recently
initiated an investigation into’a contest at one of our stations where a contestant died shortly after participating in the contest.
We are currently the subject of several investigations by the FCC. :
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We Must Respond To The Increased Competition For Audio Distribution' And The Rapid Changes In Technology,
Services And Standards That Characterize Our Industry In Order To Remain Competmve

3 The radto broadcasting industry is subject to raprd technologlca] change, evolvmg industry /standards and the
emergence -of new-media technologies and services. There is increased competition for audio distribution. These technologies

and services, some of which are commercial free, include the followmg

wha Edta 0 fae , . . -t

%.-

brg.r ... e satellite delivered digital ‘audio radio service, which has resulted in subscriber-based satellite radio services
) with numerous niche formats; - : : e ’

' .-« audio programming by cable systems, direct broadcast satellite systems personal communications systems,
Internet content providers and other digital audio broadcast formats R T

* personal digital audio devices (e.g., audio via WlFr mobile phones iPods® and mp3® players);:

<+ e digital radio, which ‘provides multi-channel, mult1 format. dtglta] radio servnces in the same bandw1dth
curréntly occupied by traditional AM and FM radio services; and .

e low-power FM radio, which could result in additional FM radio broadcast outlets.

We cannot predict the effect if any, that competition arising from new technologies or regulatory change may have" on
the’ radlo broadcastmg mdustry or on our financial condltlon and results of operatrons
iy R RN Yo

,We May Not Be Suceesst‘ul In ldentlfymg And Consummatlng Future Acqutsrtwns.

e ’ We pursue growth in-part, through the acqursmon of 1ndlv1dual radio stations'and groups of’ radlo statlons Our.
_ consummatioh of all future acquisitions will be subject to-various’conditions, including FCC and other regulatory approvals.
., The FCC must approve any transfer of control or asmgnment of broadcast licenses. In addition, acquisitions may encounter
" intense scrutiny under federal and state ant1trust laws.
e . . : o
Dependmg on the nature, size and t1m1ng of future achISll’IOIlS we may require addrtlonal financing. We cannot be.
assured that additional financing will be available to us on acceptable terms. We compete with many other buyers for the
-acquisition ofiradio stations. Some of those competitors may be able to outbid us for acquisitions because they have greater
financial 'resources. As a result of these and other factors, our ability to- ldentlfy and consummate future “acquisitions’ is
uncertam Sk o . '

- Pyt T e,

Y . . ‘ . v 1 i

We May Be Unable To Effectively Integrate Our Aequtsltlons. :

- "y " .

The integration of acqu1smons involves nurnerous risks, 1nclud1ng C - ’ S
. . .'. . . . 4, L . . r . ;ﬁ:.
' e difficulties in the integration of operations and systems and the management of a large and geographleally
diverse group of stations; . .

5 e the diversion of management’s attention from other business concerns; and

¢ the potential loss of key employees of acquired stations,

+ . et f . . . - .-

The risks of integration are magnified during any period of significant growth. We cannot be assured that we will be
able to mtegrate successfully any operations, systems or management that might be acquired in the future..In addition, in the
event that the operations of a new busmess do not meet expectations, we may restructure or write off the value of some or all of
the assets ‘of the new business.

.
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We Have Substantial Indebtedness Which Could Have Important Consequences To You. -

We have indebtedness that is substantial in relation to our shareholders’ equity. At December 31, 2006, we have long-
term indebtedness of $676.2 million (excluding outstanding letters of credit of $0.8 million) and shareholders’ equity of $777.1.
million. This indebtedness is substantial in amount and could have an impact on us. For example, these obligations could: .

e require us to dedicate a substantial portion of our cash flow from operations to debt service, thercby reducing
the availability of cash flow for other purposes, including funding future expansion and ongoing capital
expenditures; .. . : -

e impair our ability to obtain additional financing for working capital, capi'tal expenditures, acquisitions and
general corporate or other purposes;

e  limit our ability to compete, expand and make capital improvements;

e increase our vulnerability to economic downturns, limit our ability to withstand competitive pressures and
reduce our flexibility in responding to changing business and economic conditions; and

o - limit or prohibit our ability to pay dividends and make other distributions. -

As of December 31, 2006, $373.2 million was available under our current $900 million ‘Bank Revolver, subject to
compliance with the covenants under the Bank Revolver at the time of borrowing. Moreover, under certain.circumstances, we
may need to modify or enter into a new bank facility to close on any future acquisitions. We also may seek to obtain other
funding or additional financing for any or all of the following transactions: (1) the acquisition of radio stations; {2) the full or
partial redemption of our outstanding debt; (3) the payment of a dividend; and (4) the-buyback of our Class A commeon stock.
We have no assurances that we will be able to obtain other funding, additional financing or the approvals, if necessary, for any
of these transactions. Any additional borrowings would further increase the amount of our indebtedness and the associated
risks. : - ‘

The Covenants In Our Bank Revolver And Qur Senior Subordinated Notes Restrict Our Financial And Operational-
Flexibility.

.. Our Bank Revolver-and our Senior Subordinated Notes contain covenants that restrict, among other things, our ability
to borrow money, make particular types of investments or other restricted payments, swap or sell assets, or merge or
consolidate. An event of default under our Bank Revolver or our Senior Subordinated Notes could allow the lenders to declare
all amounts outstanding to be immediately due and payable. We have pledged substantially all of the stock or equity interests
of our subsidiaries to secure the debt under our Bank Revolver. If the amounts outstanding under the Senior Subordinated
Notes were accelerated, the lenders could proceed against the stock or equity interests of our subsidiaries. A default under our

-Senior Subordinated Notes could cause a default under our Bank Revolver. Any event of default, therefore, could have a

material adverse effect on our business. Our Bank Revolver also requires us to maintain specified financial ratios. Our ability
to meet these financial ratios can be affected by operating performance or other events beyond our control, and we cannot be
assured that we will meet those ratios. We also may incur future debt obligations in connection with future acquisitions that
might subject us to restrictive covenants that could affect our financial and operational flexibility or subject-us to other events,
of default. The debt we incur in connection with future acquisitions may require us to modify or enter into a new bank facility
if certain covenants in our Bank Revolver would be violated, subjecting us to an event of default.

Because Of Our Holding Company Structure, We Depend On Our Subsidiaries For Cash Flow, And Our Access To
This Cash Flow Is Restricted.

, We operate as a holding company. All of our radio stations are currently owned and operated by our subsidiaries.
Entercom Radio, LLC, our 100% owned finance subsidiary, is the borrower under our credit facility and our senior
subordinated debt. All of our station-operating subsidiaries and FCC license subsidiaries are subsidiaries of Entercom Radio,
LLC. Further, we guaranteed Entercom Radio, LLC’s obligations under the Bank Revolver on a senior secured basis and under
the Senior Subordinated Notes on an unsecured basis, junior to our Bank Revolver. . . . ' Lo

As a holding company, our only source of cash to pay our obligations, including corporate overhead and other trade
payables, are distributions from our subsidiaries of their net earnings and cash flow. We currently-expect that the net earnings
and cash flow of our subsidiaries will be retained and used by them in their operations, including servicing their debt
obligations, before distributions are made to us. Even if our subsidiaries elect to make distributions to us, we cannot be assured
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that applicable state law and contractual restrictions, including the dividend covenants contained in our Bank Revolver and
Senior Subordinated Notes, would permit such dividends or distributions.

Our Chairman Of The Board And Our President And Chief Executive Officer Effectively Control Our Company, And
Members Of Their Immediate Family Also Own A Substantial Equity Interest In Us. Their Interests May Conflict With
Your Interest.

. As of February 15, 2007, Joseph M. Field, our Chairman of the Board, beneﬁc1ally owned 1,131,041 shares of our
Class A common stock and 6,997,555 shares of our Class B common stock, representing approximately 63.4% of the total
voting power of all of our outstanding common.stock. As of February 15, 2007, David J. Field, our President and Chief
Executive Officer, ‘one of our directors and the son of Joseph M. Field, beneficially owned 2,139,030 shares of our Class A
common stock and 749,250 shares of our outstandmg Class B common stock, representmg approximately 8.9% of the total
voting power of all of our outstanding common stock. Collectively, Joseph M. Field and David J. Field and other members of
the Field family beneficially own all of our outstanding Class B common stock. Other members of the Field family and Trusts
for their benefit also own shares of Class A common stock.

Shares of Class B common stock are transferable only to Joseph M. Field, David J. Field, certain of their family
members or trusts for any of their benefit. Upon any other transfer, shares of our Class B common stock automatically convert
into shares of our Class A common stock on a one-for-one basis. Shares of our Class B common stock are entitled to ten votes
only when Joseph M. Field or David J. Field votes them, subject to certain exceptions when they are restricted to one vote.,
Joseph M. Field generally is able to control the vote on all matters submitted to the vote of shareholders and, therefore, is able
to direct our management and polncnes except with respect to those matters when the shares of our Class B common stock are
oniy entitled to one vote and those matters requiring a class vote under the provisions of our articles of incorporation, bylaws or
applicable law, including, without limitation, the election of the two Class A directors. Without the approval of Joseph M.
Field, we will be unable to consummate transactions involving an actual or potential change of control, including transactions
in which investors might otherwise receive a premium for their shares over then current market prices.

Future Sales By Joseph M. Fleld Or Members Of His Family Could Adversely Affect The Price Of Our Class A
Common Stock.

The market for our Class A common stock could fall substantially if Joseph M. Field or.members of his family sell
large amounts of shares of our Class' A common stock in the public market, including any shares of our Class B common stock
(as described in the above paragraph) which are automatically converted to Class A common stock when sold. These sales, ot
the pOSSlblllty of such sales, could make it more difficult for us to raise capital by selling equity or equity-related securities in
the future.

The Difficultles Assoclated Wlth Any Attempt To Gain Contrel Of Qur Company Could Adversely Affect The Price Of
Our Class A Common Stock.

Joseph M. Field controls the decision as to whether a change in control will occur for our Company. There are also
provisions contained in our articles of incorporation, by-laws and Pennsylvania law that could make it more difficult for a third
party to acquire control of our Company. In addition, FCC approval for transfers of control of FCC licenses and assignments of
FCC licenses are required. These restrictions and limitations could adversely affect the trading price of our Class A common
stock.

We Depend On Selected Market Clusters Of Radio Stations.

For the year, ended December 31, 2006, we generated in excess of 50% of our net revenues in 3 of our 23 markets
(Boston, Seattle, Sacramento, Portland and Kansas City). Accordingly we.may have greater exposure to adverse events or
conditions that affect the economy in any of these markets, which could have a material adverse effect on our financial position
and results of operations.

The Ownershlp Rules Effectlvely Decrease The Number Of Available Buyers For Any Radio Stations We Sell Whlch
May Have A Negative Impact On The Sales Price Of Radio Stations.

The cominued existence of any cross-media rules may limit the prospective buyers in the market of any stations we

may wish to sell. The ownership rules also effectively prevent us from selling stations in a market to a buyer that has reached
its ownership limit in the market.
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' ITEM 1B. UNRESOLVED STAFF COMMENTS

'

Qur Stock Price Could Be Volatile And Could Drop Unex_tpectedly.

Our Class A common stock has been pubhcly traded since January 29, 1999. The market price of our Class A
common stock has been subject to ﬂuctuanons since the ddte of our initial public offering’ The stock market has from time'to
time experienced price and volume fluctuations that have affected the market prices of securities: As a fesult, the market prtce
of our Class A common stock could materially decline, regardless of our operating performance.

. . 4
The Loss Of Key Personnel Could Have A Material Adverse Effect On Our Business. ‘

- Our business’ depends upon’ the continued efforts, abilities and expertise of our exccutive officers and other key

executwes We believe that the loss of one or more of these 1nd1v1duals could have a matenal adverse effect’ on our busmess

»

We Are Subject To General Changes In The Economy That Could Have A Material Adverse Effect O_n Our Busmess.

Any adverse change in the U.S. economy in general, and consumer confidence and $pending in particular, ‘¢ould have
a material adverse effect on our ﬁnanc1al position and results of operatlons and on the future pnce of our Class A common
stock ) ¥

ot . .
. PR EE R

1

A Future Asset lmpalrment Of Our FCC Licenses AndIOr Goodwnll Could Cause Future Losses.

As of December 31, 2006, our FCC licenses and goodwdl comprise 87.0% of our:total assets. Annual 1mpa1rment
reviews’ r_equlred under Statement of Financial Accounting Standards (** SFAS™) No. ]42 1“Good’v-.)d! and Other Imangzb!e
Assets;”” may result in future 1mpa|rment losses. -

. gt [
[ -

The lmpact Of A Natural Dlsaster And Its Aftermath Could Have A Materlal Adversé'Effect On Any Of Our Markets.

A natural disaster could adverse]y 1mpact any of our markets. As an example, Humcane Katrma and its aﬁermath,
impacted the operations of our six radio stations'in New Orleans, Louisiana. -
U
Our Failure To Comply Under The Sarbanes—Oxley ‘Act of 2002 Could Cause A Loss Of Conﬁdence In The Rellablllty
Of Our Fmanc:al Statemeuts. ot

.- ., g
oy . - ' ot N e

, " We have undergone a comprehensive effort to comply with Section 404 of the Sarbanes Oxley Act of 2002 Thls '
effort included documénting and ‘testing our internal controls. As of December 31, 2006, we did not identify any- fnatérial
weaknesses in our internal controls as defined by the Public Company Accounting Oversight Board. A reported Tiaterial
weakness or the- failure to meet the reporting deadline requirements of Section 404 could result in an adverse reactlon in the
financial markets due to 4 10ss of confidence in the reliability of our financial statements This loss of confidence could' cause a

decline in the market price of our stock. teowo

None. * "
ITEM 2. PROPERT[ES

The types of properties required to support each of our radio stations include offices, 'studios and transmltter/amenna ,
sites. We typically lease our studio and office space, although we do own some of our facilities. Most of our studio and office
space leases contain lease terms with expiration dates of five to fifteen years.'A station’s studlos are generally housed with: 1ts
offices in downtown or business districts. We generally consider our facilities to be’ suitable and: of adequaté size for our
current and intended purposes. We own many of our main transmitter and antenna sités and* lease the remainder of our
transmitter/antenna sites with lease terms that expsre including renewal options, in periods ‘generally ranging up to twenty
years. The transmitter/antenna site for each station is generally located so as to provide maximum market coverage, consistent
with the station’s FCC license. 'In general, we do not anticipate difficulties in renewmg facnllty or tranismitter/antenna site
leases or in leasing additional space or sites if required: We have approx1mately $11.5 million in aggregate minimum dniual

‘rental commitments under real estate leases. Many of these leases contain escalat1on clauses such as defined eontractual

o - R
. L

increases or cost of living adjustments. oo

b
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Our prmcrpal executive offices are located at 401 City Avenue, Suite 809, Bala Cynwyd, Pennsylvama 19004 ln

10,678 square feet of leased office space. The lease on these premises expires October 31, 2011~ . T A

We own substantially all of our other equipment, consisting principally of transmitting antennae; transmitters, studio
equipment and general office equiprent. The towers, antennae and other transmission equipment used by our stations are
generally in good condition, although opportunities to upgrade facilities are penodtcally reviewed.

ITEM 3. LEGAL PROCEEDINGS

We currently and from time to time are involved in litigation incidental to the conduct of our business. We are not a
party to any lawsuit or proceeding that, in the opinion of management is likely to have a material adverse effect on. us.

On January 25, 2007, the family of a participant in a contest at one of our stations filed a wrongful death suit in
Sacramento County Superior Court’ against us and several present and former employees, allegmg that the defendants
negligently, intentionally or recklessly caused the death of the contestant in connection with a contest at our radio station that
involved the drinking of water. The suit seeks compensatory damages and unspecified punitive damages. The Sacramento
County Sheriff's Department and the FCC have also initiated investigations into this matter.” '~

' . . Ceg T :

) On March 8, 2006, the Office of the New York Attorney General (“NYAG”) filed an action in the Supreme Court of
the State of New York against us'alleging that we engaged in deceptive acts and practlces in connection with the airplay of

’ current music. On December 19, 2006 the Court approved a settlement of this 11t1gatlon ‘The Court did not find and we did not
admit any-liability. As part of this settlement, we agreed to implement certain’ enhaicements to our business practices and
appoint a Compliance Officer to implement and monitor these practices. The enhancements® ‘agreed to in the settlement are
similar to other NYAG settlements-with other companies in the media and record industries. We also agreed to a payment to a
non-profit organization to fund programs aimed at music education and apprecratlon and to reimburse the NYAG for legal .
expenses. In addition, we have responded to inquiries by the FCC in connection with their investigation of* sponsorshlp
identification practices at several media companies. We have: cooperated with this mvesttgatlon We have recorded a reserve
for an investigation by the FCC into sponsorship identification practices at several media companies. In connection with these
matters we have recorded an expense of $8.3 million in our consolidated statements of operations under corporate and general

. and administrative expenses for the year ended December 31, 2006.

The FCC has engaged ifi vigorous enforcement against radio and TV broadcasters of FCC- rules concemmg the
broadcast of obscene, indecent or profane matertal.’ In addition, legislation 'has been’ ddopted .that enhances the FCC's”
enforcément authority in this area by authorizing the imposition of substantially hlgher monetary forfeiture penalties and
‘increasing the exposure for licerise revocation and renewal proceedings for the broadcast of such programming. As a result, we
could face increased costs in the form of fines and a greater risk that we could lose any one or more of .out broadeastmg
licenses. In the past, the FCC has issued Notices of Apparent Liability or: Forfeiture Orders with respect to several of our
‘stations proposing fines for certain programming which the FCC deemed to have. been. 'indecent.” These cases have been or are ~
- being appealed. The FCC has also'commenced several other investigations baséd on allegations recéived from the public that
some of our stations have broadcast -indecent programming. We have cooperated in these investigations. For a further
d1soussron please refer to the risk factors descrlbed 4in Part [, Ttem 1A, "Risk Factors. a

ITEM'4. SUBMISSION OF MATTERS TO A VOTE OF SECUR[TY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter 2006.

Il
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PARTII

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND
lSSUER PURCHASES OF EQUITY SECURITIES

Market lnformatmn For Our Common Stock
. Our Class A common stock, $.01 par value, is listed on The New York Stock Exchange under the symbol “ETM.”
The table below shows for.the quarters indicated, the reported hlgh and low trading prices of our Class A common stock on

The New York Stock Exchange

Price Range’

High  Low
Calendar Year 2006 _ .
FArSt QUATLEE .coconcveeoeenssereeeseerereseresnesesessserossaecsiasanans 31.06 27.57
Second QUATET ......ccociire et 31.72 24.62
Third QUATET .........cotivniee e 26.40 22.15
. Fourth Quarter ... 3023 2501
Calendar Year 2005 : N
' FArSt QUATTET vvvveveeseceeeeeeeee st S, 3641 30.86-
v Second QUATET ..........ovrerrerereceee s sesssssssssssssssssnsaens 3575 31.39
. . Third QUArter........coovviimieicece e . 3463 2900
! Fourth QUAarter ........o oo 33.07 27171

" There is no established trading market for our Class B common stock, $.01 par value,
Holders _ S : : : ' o l

As of February 22, 2007, there were approximately 78 shareholders of record of our Class A common stock. This
number does not include the number of shareholders whose shares are held of record by a broker or clearing agency but does
include each such brokerage house or clearing agency as one record holder. Based upon available information, we believe we
have approximately 5,955 beneficial owners of our Class A common stock. There are 4 shareholders of record of our Class B
common stock, $.01 par value, and no shareholders of record of our Class C common stock, $.01 par value. ,

Dividends

- Prior to the payment of our first quarterly dividend in March 2006 and since b'ecomirig a public company in January
1999, we had not declared any dividends on any class of our common stock. During 2006, we paid a’dividend of $0.38.per
Class A and Class B common share in each of our four quarters. We expect to continue to declare.and pay quartcrly cash
dividends. In the future; any payment of dividends will be at the discretion of the Board of Directors and will depend upon,
among other factors, our earnings, financial condition, capital requirements, level of indébtedness, contractual restrictions,
including the provisions of our senior and subordinated debt, and other considerations that the Board of Directors deems
relevant. .

Share Repurchases

During 2006 we repurchased 3.5 million shares in the amount of $100:5 million at an average price of $28.98 per
share. ' o : ' T

Depending on market conditions and other factors, these repurchases may be commenced or suspended at any time or
from time to time without prior notice. As of February 15, 2007, $95.2 million remained authorized as available for repurchase.

The following table provides information on our repurchases during the quarter ended December 31, 2006:




@

Maximum

" {e) Approximate
Total Number  Dollar Value of
of Shares ~ Shares That
Purchased as = ~ May Yet Be
Aa) Part of Publicty . Purchased
Total Number R L) Announced *Under.The .
of Shares Average Price ‘Plans or ‘Plans or
Period Purchased Paid Per Share Programs Programs
Octaber 1, 2006 - Octaber 31, 2006 (1)(2) - $ - - $ 100 214 958
November 1, 2006 - November 30, 2006 (1)(2) - b - - $ 100,214,958
;= December 1,2006 - December 31, 2006 (1) (2) 7968 § 26.98 7,968 $ 100,000,000
- ' - ‘December 1; 2006 - December 31, 2006 (1) 175,132 s 27.33 175,132 3 95,2!4:.10]
Total December 2006 , .. 183,100 s, 27.31 183,100
Total

183,100 e 183,100

[T, . : . . o

1) Shares were repurchased under our repurchase plan announced on May 8 2006 (the “May 2006 Plan”). The
May 2006 Plan, which expires on May 7,'2007, authorizes' the repurchase of’ up to $100.0 million of our
y G _ Class A common stock. L i .
2) Shares were repurchased under our repurchase plan announced-on December 13, 2005 (rhe “I’)ecember'ZOOS
Plan™). The December 2005 Plan, which expired on December 12, 2006, authorized the repurchase of up to
$100.0 million of our Class A common stock.

i Unregistered Sales Of Equity Securities-And Use Of Proceeds

On hune 5, 2006, we commenced a tender offer to certain employees and non-employee directors pursuant to Wthh
we offered such persons the opportunity to make a one-time election-to exchange all of their outstanding stock options with
exercise prices equal to or greater than $40.00 per share. for a lesser number of shares of our restricted stock. The exchange
ratio offered- was fifteen-to-one such that, for each fifieen eligible options surrendered the holder received one share of
restricted stock. On July 7, 2006, we granted 0.3 million restricted stock units in exchange for 3.8 million options. We dld not
recognize any additional share-based: compensation expense, as the fair value of the new shares was less than the fair value of -
the surrendered options. See Option Exchange Program in Note 15'in the accompanying notes to the consolidated financial
statements.

Equity Compensation Plan Information
The following table sets forth, as of December 31, 2006, the number of securities outstanding under our equity '-

compensation plans, the weighted average exercise price of such securities and the number of securities available for grant
_under these plans:
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Equity Compensation Plan Information as of December 31, 2006

' consohdated fmancnal statements.

_. (a) - (b (c)
- Plan Category . Number of Shares Weighted-Average Number of Securities
: : "to be Issued Upon Exercise Remaining Available
Exercise of i Price of for Future Issuance
Outstanding OQutstanding Under Equity
. Options, Options, Compensation Plans
. Warrants ‘Warrants (Excluding
and Rights _and Rights Column (a)
Equity Compensanon Plans Approved by Shareholders . .
Employee Stock Purchase Plan . - 3 - 1,704,372
Entercom Equity Compensanon Plan (l) 1,955463 % 32.48 . 2,486,875
Equity Compensation Plans Not Approved by Shareholders
None - - . -
Total | ‘ : 1955463 4,191,247

Ve

- (1) Under the Entercom Equity Compensation Plan (“Plan”), the Company is authorized to issue up to 10.0
million shares of Class A common stock, which amount is increased by 1.5 million shares on January 1 of
each year, or a lesser number as may be determined by the Company’s Board of Directors. As a result-of a
March 23, 2006 amendment to the Plan in connection with the OEP as described above, the number of shares
that can be issued under the Plan was effectively reduced by 3.6 million. In addition, on November 16, 2006,
the Company’s Board of Directors determmed that no additional shares would-be added to the Plan on
" January l 2007 As of December 31 2006 2. 5 mrlhon shares are available for future grant :

T

For a description of our equity compensation plans please refer to Note’15 in the accompanying notes to the '

v - . . 7

oo

! - . . . .
_— cb , ot
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The following Comparanve Stock Pe:jbrmance Graph shall not.be deemed mcorporated by reference by any general '

statement incorporating by reference this Form 10-K into_any filing under the"Securities Act of 1933, as amended, oF the -
Securities Exchange Act of 1934, as: amended, except to the extent that we specifically incorporate this information by

reﬁerence This Comparative Stock Performance Graph is being ﬁlrmshed with this Form 10K and sha” not otherwise be

_deemed fi led under such acts.

Lt

. The following line graph compares the cumulatlve 5-year total retum provided shareholders on our Class A common
- stock refative to the cumulanve total returns of the S & P. 500 index and the S& P Broadcastmg & Cable TV index. An
investment of $100 (with reinvestment of all dwldends) is assumed to have been made in our Class A common stock and in
each of the indexes on 12/31/2001 and its relative performance i is tracked through 12/31/2006.

o COMPARISON OF 5 YEAR 'CUMULATIVE'TOTAL RETURN*

.l....-.-". . -
- - " -
- ™ . . -—

$20 -

%0 1 1 - 1 AL}
" 12001 1202 . 1203 12104 12105 '12/08

éntercom Communications Corp. Ce
sssereessesssasies S &P 500 o
= = = = = 5.8&P Broadcasting & Cable TV

L}

h - -

* $100 invested on 12/31/01 in stock or index~includihg reinvestment of dividends. Fiscal year ending December 31.

w1 -

- : - - - C umuiative Total Return ..
- ' . 12/3172001 12/31/2002  12/31/2003  12/31/2004  12/31/2005 12/31/2006

Entercom Communlcatlons Corp. $100.00  $93.84 $105.92 $71.78 $59.34 $59.65

S & P 500 : 100.00 77.90 100.24 11115 11661 .  135.03
) S & P Broadcasting & Cable TV -100.00 | 65.97 © 90.76 82.69 .69.02 99 38
LITEM 6. SELECTED FINANCIAL DATA .. . ' .

e -

' The selected financial data below as of and for the years ended December 31, 2002 through 2006 were denved from
“our audited consolidated fi nanc1al statements. The selected financial data for the years ended December 31, 2006, 2005 and
2004 and balance sheets as of December 31, 2006 and 2005 are qualified by reference to, and should. bc read in conjunction
with, the correspondmg audited consolidated fi nancial statements, and the notes thereto, and Managemcnt s Discussion and
Analysis of Financial Condition and Results of Operations included elsewhere in this annual report. The selected financial data
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for the years ended December 31, 2003 and 2002 and the balance sheets.as of December 31, 2004, 2003. and 2002 are denved
from audited fi nancial statements not included herein. Our_financial results are not comparable from year to year because of
our acquisitions and dispositions.of radio stations. -We have acquired several radio stations in each-of the years 2002 through

P

' 2005 In- 2006 we acquired a radlo station'in Boston, Massachusetts.

[}

s

~ N AN

_SELECTED FINANCIAL DATA =
{amounts in thousands, except per share data)
i . ' Years Ended December 31,
- bpérﬂting Data;
Ncl revenues ) R . M 440,485 § 432520 % 423455 $ 401,056 % ) 391,289
Opcraung (mcome) expenses: . ’ oo ) . '
. Station operating expenses, including non-cash cnmpensali;n expense in 2006 260,242 248,202 244,674 232,184 216;033
. Expcmcs relalcd to a nam.ra] disaster - 1,697 ’ - - -
Depreciation and amomzauon . . : 15,823 16,671 15,872 14,687 15,058
Corporate G & A expenses, including non-cash compensation expense " 33,794 18,868 15,711 14,433 14,124
Net time brokerage agreement (income} fees ) 2,766 (13 781 1,636 7,432
Net (gains} loss on sale of assets 1,280 _(5,873) 1,221 (2,118) (1,166) °
Total aperating (income) expenses 313,905 279,552 278,259 . 260,822 261,481
Operating income 126,580 152,968 - 145,196 » 149,234 g 129,808
Other (income) expense: -
: [nterest expense, including arnorliza‘tion of deferred financing costs . 44073 29,925 21,560 20,515 25,094
’ Financing cost of Company-obligated n;éndawrily redeetnable '
convertible preferred securities of suﬁsidiary holding solely .
. convertible debentures of the Company - - - 2,020 7,813
Interest income and dividend income from investments (823) (396) (235) (505) (i,U‘)4)
"Loss on ea:]f extinguishment of debt - - 1,387 3,795 N .
Equity loss from tinconsolidated affiliate - - - . 3,352
Net (gain) loss on invesiments - (2.819) 176 158 . -
Net (gain) loss on dcﬁﬁqiivc instruments (446) (1 3 27) (1,215) (961) - ] 2,290
Total other expense 42,904 25,383 21,673 25,022 36,455
Income before income taxes and ac;ouming changes Ty - 83,676 127,585 . < 123,523, 115,212 93,353 -
Income taxes 35,695 49,224 47,889 43,432 37,529
Income before accounting ;:hangcs 47,981 78,361 75,634 71,780 55,824
Cumulative effect of accounting changes, net of taxes | - - - - (138,876
Net income (loss) $ 47,981 3 78,361 § 75,634  § 71,780 $ ~ (83,052)
Net Income {Loss) Per Common Share - Basic:_
Income before accounting changes 3 1.20 $ 1.70  § 1.51 s i41 % T 114
Cumulative effect of accounting changes, ;1e1 of taxes - - - - (2.84)
Net income {loss) per common share - basic 3 1.20 3 170§ 1,51 3 141 § (1.70)
Net lncome (Loss)' i’er Common Share - Diluted: * . L
Lacome before accoummg changcs $ .19 3 170 % 150§ 139§ h12
Cumulative effect of accounung changcs net of taxes - - - - 2.79)
Net income (loss) per common share - diluted 3 1.19 $ 170 % 150 § 139 % (1.67)
_ Weighted average shares - basic 39,973 46,045 . 50,215 50,962 48,965
Weigﬁted average shares - diluted 40,205 46,221 50,534 51,608 49,7166
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Cash Flows Data:

Cash flows related to: .
Operating activities
Investing activities

Financing activities

Balance Sheet Data:

Cash and cash equivalens

Intangibles and other assets

Total assets

Senior debt, in¢luding current portion

Senior sub-ordinawd notes

Deferred tax lia.hililigs and other long-term liabilitics
Total sharcholders’ equity

" Other Data: o

* Dividends declared and paid per Class A and Class B common shate

SELECTED FINANCIAL DATA

{amounts in thousands, except per share data)

|

Years Ended December 31,

2006 2005 2004 2003 2002
$ 101,583 ° 8§ 136552 S 131,482 . § 130366 & 104,342
(45,146) (38,618) (107.911) (105,078} (275.299)
61,713) (93,709) (27.619) (101,987) 252,799
Decelmberjl,
1006 2005 2004 2003 2002
5 10,795 & 16071 § 11844 § 15894 % 92,593
1,522,018 1,491,812 1,455,205 1,359,904 1,271,757
1,733,258 1,697,758 1,667,961 1,577,052 1,568,530
526,239 427,259 333276 244,043 286,715
150,000 150,000 150,000 150,000 150,000
237,621 199,846 162,846 " 124,961 85,949
777,092 885,715 996,073 1,031,610 £90,505
s 1.52 s - 8 - 5 - 3 -
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Overview

We are one of the largest radio broadcasting companies in the United States based -on revenues. We operate in excess
of 100 radio stations in 23 markets including San Francisco, Boston, Seattle, Denver, Sacramento, Portland, Kansas City,
Indianapolis, Milwaukee, Austin, Norfolk, Buffalo, New' Orleans, Providence, Memphis, Greensboro, Rochester,
Greenv1lle/Spartanburg, ‘Madison, W1ch1ta Wilkes-Barre/Scranton, Springfield and Gainesville/Ocala. On January 17,72007,
we entered into an asset exchange agreement pursuant to which on February 26, 2007, we began operations in a new radio
market, San Francisco and ex1ted an existing radio market, Cincinnati.

A radio broadcasting co'mpany derives its revenues primarily from the sale of broadcasting time to local and national

-advertisers. The advertising rates that a radio station is able to charge and the number of advertisements that can bé broadeast
- largely determme those revenues. Advertising rates are primarily based on four factors:

* a station’s audlence share in the demographic groups targeted by advertisers as measured prmmpally by
periodic reports issued by The Arbitron Ratings Company;

the number of radio stations in the market competing for the same demographic groups;

¢ . the supply of, and demand for, radio advertising time, both nationally and in the regions in which the stati;)ri
.operates; and

o the market’s size based upon available radio advertising revenue.

‘In- 2006, we generated 77% of our net revenues from local advertising, which is sold primarily by each mdwndual ,

local radio station’s sales staff, and 20% from national advertising, which is sold by independent advertising sales  °

representatives. We generated the balance of our 2006 revenues principally from network compensation, promotional °
activities, sales on our,stations’ websites and rental income from tower sites. Our.most significant statlon operatmg expenses
are employee compensation, and programmmg and promotional .expenses. .
Several factors may adversely affect a radio broadcasting company’s performance in any given period. In the radio
broadcastmg mdustry, seasonal revenue fluctuations are common and arc due primarily to variations in advertlsmg
expenditures by local and national advertisers. Typically, revenues are lowest in the first calendar quarter of the year.

As opportunities arise, we may, on a selective basis, change or modify a station’s format due to changes in listeners’

tastes or changes in a competitor’s format. This could have an immediate negative impact on a station’s ratings and or
“‘revenues, and there are no guarantees that the modification or change will be beneficial at some future time. Our management

is_continuaily focused -on these opportunities as well as the risks and associated uncertainties. We believe that the
diversification of formats on our stations helps to insulate us from the effects of changes in the musical tastes of the public. We -
strive to develop compelling content and strong brand images to maximize audience ratings that are crucial to our stations’

'f'mancml success.

" Our results of operations include net revenues and station operating expenses from stations we-own and .those net
revenues and station operating expenses recognized under a time brokerage agreement or'similar sales agreement for stations
operated by us prior to acquiring the stations, Depending on the facts and circumstances relating to each pending asset purchase '
agreement (e.g:, whether or not there is an associated time brokerage agreement or-similar agreement) and the prov1s10ns of

’ _Financial Interpretation No. (“FIN™) 46R, “Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51,”

may include: (1) the assets and liabilities, of the entity holding the assets to be acquired, in our consolidated balance sheet; and
(2) the net revenues and station operating expenses, of the entity holding the assets to be acqmred in our consolidated
statement of operatlons and consolidated statement of cash flows. More information on this- interpretation by the Financial

- Accounting Standards Board (“FASB”) is described in Note 2 in the accompanying. notes to the consolidated financial

statements.

You should read the following discussion and analysis of our financial condition and results in conjunction with.our

[

“consolidated financial statements and related notes included elsewhere in this report. The following results of operations
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include a discussion of the year ended December 31, 2006 as compared to the year ended December 31, 2005 and a discussion
of the year ended December 31, 2005 as compared to the year ended December 31, 2004. Our results of operations represent
the operations of the radio stations owned or operated pursuam to time brokerage agreements during the relevant periods.

We evaluate net revenues, station operating expenses and operating income by comparing the performance of stations
owned or operated by us throughout a relevant year to the performance of those same stations in the prior year whether. or not
owned or operated by us. Included in the comparisons that follow under the heading “Same Station Considerations” is
summary information regarding significant contracts that: (1) relate to station operations; (2) have a significant effect on the net
revenues and/or station operating expenses of a particular market; and (3) we account for as separate business units. We use
~these comparisons to assess the performance of our operations by analyzing the effect of acquisitions and dispositions of
stations and changcs in status of significant contracts on net revenues i and station operating expenses throughout the periods
measured.

Results of Operations

Year ended December 31, 2006 compared to the year ended December 31, 2005

The following significant factors affected our results of operations for the year ended December 31, 2006 as compared
to the prior year:

Acquisitions

s on December 29, 2006, we purchased WKAF-FM (formerly WILD-FM} in Boston, Massachusetts, which we began
operating on August 21, 2006 under a time brokerage agreement by simulcasting the format of WAAF-FM (another
radio station owned and operated by us in this market), that in 2006 increased station operating expenses;

e on November 1, 2006, we began operating radio stations in_Austin, Texas, Cincinnati, Ohio (other than the radio
station as described below that Cumulus Media Partners, LLC began operating on November 1, 2006 under a time
brokerage agreement) and Memphis, Tennessee, under a time brokerage agreement with CBS Radio Stations Inc.
(“CBS”), that in 2006 increased net revenues, station operatmg expenses and time brokerage agreement expense;

* on November 1, 2006, we began operating a radio station in Cincinnati, Ohio, under a time brokerage agreement with
Cumulus Media Partners, LLC (“Cumulus”) and, on the same date, Cumulus began operating one of the radio stations
in Cincinnati, Ohio that was included in the CBS time brokerage agreement described above, that in 2006 increased
net revenues and station operating expenses; and

¢ on October 7, 2005, - we acqurred for $45.0 million three radio stations in Greenville, South Carolina, which in 2006
increased our net revenues, station operating expenses, depreciation and amortization, and interest expense.

. Dispositions

e on October 6, 2005, we sold for $6.7 million thrcc radio stations in Greenville, South Carolina, which in 2006
" decreased our net revenues, station operatmg expense, depreciation : and amortization and interest expense;
e on March 31, 2005, we sold for $2.2 million four radio stations in Longvrew Washington, that the buyer began -
- operating on November 15, 2004 under a time brokerage agreement, whlch in 2006 decreased depreciation and
amortization expense and interest expense; and
s on January 21, 2005, we sold for $6.0 million a radio station in Seattle, Washington, that the buyer began operating on
December 12, 2004 under a time brokerage agreement which in 2006 decreased depreciation and amortization
expense and interest expense and, in 2005, increased gains on sale of assets by $5.5 million.
Financing ‘

e in 2006, we paid quarterly cash dividends to our shareholders in the collective amount of $60.4 million, which in 2006
increased our interest expense due to increased borrowmgs and mcreased borrowing costs under our sentor credit
facrllly to finance the payment of the dividends; and

¢ under our authorized share repurchase programs, we repurchased shares of our Class A common stock in the amount
of $100.5 miilion tn 2006 and in the amount of $188.4 million in 2005, which in 2006 increased our interest expense
due to increased borrowings and increased borrowing costs under our senior credit facility to finance the repurchase of
our stock.
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* we reflected $8.3 million in corporate general and administrative expenses related to a settlement with the NYAG and
a reserve for an investigation by the FCC into sponsorship identification practices at several media companies;
‘e - on-January 1, 2006, we adopted a new accounting standard which required the measurement and recognition of
compensation expense for all share-based payment awards made to employees and directors mcludmg employee stock
-options and employee stock purchase plan purchases based on estimated fair values, which in 2006 increased our
station operatmg expenses and corporate general and administrative expenses; and g :

Net Revenues: : ) ) -
December 31, 2006 | December 31, 2005
. (dollars in millions)
Net Revenues $4405 - $432.5
Amount of Change $8.0 YN
Percentage Change s 1.8% i

Contributing to our overall increase in net revenues was the commencement of certain radio statlon operatlons in the
Austin, Memphis and Cincinnati markets on November 1, 2006 under time brokerage agreements and ‘the acquisition of three
Greenville radio stations in October 2005. This increase in net revenues was offset by decreases in net revenues for many radlo
stations, with the largest declines experienced in Denver, Indianapolis, Milwaukee and Norfolk.

Same Station Considerations:

e ' Net revenues in 2006 would have been lower by $7.1 million if we had adjusted net revenues to give effect to
acqunsmons and dispositions of radio stations as of January 1, 2006 :

o Net revenues in 2005 would have been hrgher by $4.4 million if we 'had adjusted net revenues to give effect
to achISltht]S and d]SpOSlthﬂS of radio stations and significant contracts as of January 1, 2005. '

.

Siation Operating Expenses:

P 1

December 31, 2006 | December 31, 2005

: . (dollars in mllllons) ] ‘ Y
Station Operating Expenses C T §260.2 : $248.2 '

Amount of Change } . £12.0 ) I .
Percentage Change 4.8% C 1=

The i mcrease of $12. 0 miltion in station operating expenses in 2006 was primarily due to: (l) the commencement of
certain radio’ station operations in the Austm Memphis and Cincinnati markets on'November 1, 2006 under trme brokerage
agreements; (2) a correlating increase m Station operating expenses associated with the net 1ncrease in net’ revenues: as
described under net revenues; (3) the acqursmon in QOctober 2005 of three stations in our Greenvrlle market; and (4) the effects
of inflation. - -

1

" Same Station Consiiierations: .
L. Statron operating expenses for 2006 would have been lower by $5.8 million if we had adjusted statlon
operanng expenses to give effect to acquisitions and dispositions of radio statlons as of January 1, 2006. :

* Statlon operatmg expenses for 2005 would have been higher by $2 4 million if v@re'had adjusted station
operatmg expenses to gwe effect to acquisitions and dispositions of radio stations and srgmﬁcant contracts as of January i,
2005.

a4
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Depreciation And Amortization Expenses: + .~ S S R

b .. ' e LIV Lo - K

December 31,2006 -~ |~ December 31, 2005
- (dollars in millions)
Depreciation and Amortization $15.8 ' $16.7
Expenses o L L .
Amount of Change ' C8(0.9) - T R R
Percentage Change C(54)% . - T P T

Depreciation and amortization expenses were higher in 2005 primarily due to the short amortization period of certain
- assets included in our Greenville, South Carolina acquisition in 2005,

Corporate General And Administrative Expenses:
- . ‘.

December 31, 2006 | December 31, 2005
:o- : : (dollars.in millions)
Corporate Generaland . - : $33.8 ‘ $18.9 S
., |_Administrative Expenses- . .| ) - . -
Amount of Change =~ o 8149 v SRrEsl . M T e '
Percentage Change . , T 78.8% I -
. ’ B

The increase in corporate general and administrative expenses of $14.9 million was. primarily due to: (1) an increase in
costs of $9.4 million relating to an investigation by and settlement with the NYAG plus a reserve for an mveSUgatlon by the
FCC,; (2) an increase in non-cash compensation expense of $3.4 million for the year ended December 31, '2006 in connection
with the adoption on January 12, 2006 of SFAS No. 123R; (3) $1.2 million from the write-off of transaction costs during the
first quarter of 2006 that were associated with an acquisition that did not materialize; and (4) the effects of inflation. *

Non-cash compensation expcnse mcreased $3.4 million to $4 3 million for the year ended December 3l 2006 as
* compared to $0.9 million for the year ended December 31, 2005, prlman]y due to: (1).a change in our mix of equity awards
issued during ‘the second quarter of 2006 to our key employees by granting a combination of restricted stock units with service
conditions and restricted stock units with service and market conditions, in l1eu of stock options; and (2) the adoption on

January1, 2006 of SFAS No. 123R

3

Operating Income:

_December 31, 2006 I December 31, 2005

. {dollars in millions)
Operating Income $126.6 P B - 81530
Amountof Change |- , 864y . | . - .o - _
Pe'réehtage Change R (17 3)% e e T

L

" The decrease in operating 1ncome of $26:4 million was prlmarlly due to (1) an increase in statlon operating expenses
of $12.0 million for the reasons described above under station operating expenses; (2) an increasé in corporate general and
administrative expenses of $14.9 million, due to the reasons described .above under corporate general and administrative -
expenses; (3) a decrease in net gain on sale or d|sposal of assets of $7.2 million due to a net loss on sale or disposal of assets of
$1.3 million for the year ended December 31, 2006 as compared to a net gain on sale or dlsposal of assets of $5.9 million for .
the year ended December 31, 2005, pnmarlly due to the sale in 2005 of a radio station in Seattle that résulted in a gain on sale
of assets of $5.5 million; and (4) an increase of $2.8 mllllOl‘l in time brokerage agreement fees in connection with the
commencement of operations of stations m ‘Austin, Cmcmnan and Memphis on November 1, 2006 under time brokerage
agrecments :

Same Station Considerations: . -

. - Operating income in 2006 would have been lower by $1.3 million if we had adjusted operating income to

gwe effect to acqmsmons and dispositions of radio stations (exclusive of deprec:atlon and amortization expenses and time
brokerage agreement fees).
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. " Operating income in 2005 would have been higher by $2.0 million if we had adjusted operating income to
give effect to acquisitions and dlsp051t|ons of radio stations and significant contracts as of January 1, 2005 (excluswe of
depreciation and amortization expenses where appllcable)

Interest Expense:

December 31, 2006 - | December 31,2005 .
(dollars in millions)
$44.2 [ $29.9 -
-]
S | -

Interest Expense
Amount of Change : : $14.3
Percentage Change : 47.8%

The increase in interest expense of $14.3 million was primarily attributable to: (1) higher average outstanding’ debt
under our senior credit agreement used to finance: {a) the repurchase of our Class A common stock in the amount of $100.5
million for the year ended December 31, 2006 and $188.4 million during the year ended December 31, 2005, under several
stock repurchase programs; (b) quarterly dividend payments during the year ended December 31, 2006 in the aggregate of
$60.4 millicn; and (c) an acquisition (net of a disposition} in the amount of $38.3 million in Greenville during the fourth
quarter of 2005; and (2) higher interest rates and higher borrowing costs as a result of increased borrowing of debt during the
year ended December 31, 2006 as compared to the year ended December 31, 2005.

Income Before Income Taxes:

1

" December 31, 2006 | December 31, 2005
(dollars in millions)

lncbme Before Income Taxes $83.7 51276
Amount of Change ‘ $(43.9) —
(34.4)% e

Percentage Change

The decrease in income before income taxes of $43.9 million was mainly attributable to: (1) a decrease in operating
income of $26.4 mitlion to $126.6 million for the year ended December 31, 2006 from $153.0 million for the year ended °
December 31, 2005, due to the factors described above under operating income; (2) an increase in interest expense of $14.3
million to $44.2 miliion for the year ended December 31, 2006 from $29.9 million for the year ended December 31, 2005, for
the reasons described above under interest expense; and (3} a decrease of $2.8 million in gain on investments due to the sale of
certain investments during the year ended December 31, 2005. ..

Income Taxes:

-

December 31, 2006 ] December 31, 2005
) (dollars in milliens)
Income Tax $35.7 $49.2 .
Amount of Change $(13.5) I
Percentage Change 27.49% ]

The decrease in income taxes of $13.5 million is primarily a result of a decrease in income ‘before income taxes.
Income tax expense as a percentage ‘of income before income taxes was 42.7% in 2006 as compared to 38.6% in 2005. The
increase in our effective tax rate was primarily attributable to: (1) the impact of limitations on deductibility for tax purposes of
certain expenses associated with a reserve for an investigation by the FCC; (2) the impact of limitations on deductibility for tax
purposes of share-based compensation for certdin key employees; and (3) an increase in’ our valuation allowances and
contingencies. This increase was partially offset by: (a) changes in apportioned income to the states in which we operate; and
(b) federal income tax credits from the effect of Hurricane Katrina. For the year ended December 31, 2006, the Current and
deferred portions of our income tax expense were $(0.3) million and $36.0 million, respectively. For the year ended December
31, 2003, the current and deferred portions of our income tax expense were $11.8 million and $37.4 miilion, respectively.

We estimate that our annuai tax rate for 2007, which may fluctuate from quarter to quarter, will not change materially

from our tax rate in 2006. We estimate that our rate in 2007 will be affected primarily from: (i) adding facilities in states that
on average have higher income tax rates than states in which we currently operate and its effect on previously-reported
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temporary differences between the tax and financial reporting bases of our assets and liabilities; (ii) the effect of recording
changes in our FIN 48 l1ab111t|es subsequent to adoptlon of FIN 48 on January 1 2{)07 and (iii) the limitations on the deduction
of certain non-cash compensation expense for certam key employees Our effectlve tax rate may also be materlally impacted
by (1) changes in the level of i income in any.of our: taxing jurisdictions; (2) changes in our estimate of uncertain tax positions
in accordance with our adoption on January 1, 2007 of FIN 48; (3) regulatory changes in certain states in which we operate; (4)
changes in the expected outcome of tax audits;.(5) changes in the estimate of expenses that are not deductlble for tax purposes;
and {6) changes in the deferred tax valuation allowance. =~ . . ,

, . Our net non-current deferred tax liabilities were $229.2 million-and $192.8 million as of December 31, 2006 and’
December 31, 2005 respectlvely The deferred tax llablllty pnmarlly relates to differences between book and tax bases ofour -

FCC licenses. Under, the provrslons of SFAS No. 142, we do not amortize,our FCC licenses for financial statement purposes
but 1nstead test them annually for impairment. As our FCC l1censes continue to-amortize for tax  purposes, our deferred tax
lrabrlrty will increase over time. We do not expect the srgmﬁcant portion of our deferred tax lrabrllty to reverse over time
unless: (1) our FCC licenses become impaired; or (2) our FCC licenses are sold for cash, which would typically only oceur in
connection with the sale of the assets of a station or groups of stations or. the entire Company in a taxable transaction,

Net Income: .
December 31, 2006 ] December 31, 2005
. (dollars in millions) L
;. . | NetIncome . . $48.0 ‘ - $78.4
Amount of Change _ ... ' $(304) g B -
Percentage Change : (38.8Y%

The decrease in net income of $30 4 million was prlmanly attributable to the reasons descrlbed above under income
before income taxes, net of i 1ncome tax expense.

%

Year ended December 31, _2005' i:ompared to tlre year ended December 31, 2004

Net Revenues:
December 31, 2005 | December 31 2004
: {dollars in” mrlhons)
% | Net Revenues - i 84325 Lo Coom L 4235 e
-Amount of Change . .+ L +5$9.0 . I R T L
Percentage Change +2.1% g

. Our Indianapolis radio stations, which we began operating on June '1,"2004 -under-a time brokerage agreement,
together with certain stations in our Boston, Sacramento, Prowdence ‘and Buffalo markets, contributed to our overall net

revenues increase. Most of our-radio statrons reatized an improvernent in net revenues, which was partrally offset by declines in

a few of our radio stations. Net revenue increases in 2005 were partially offset by: {1y our restructured agreement with the
Seattle Seahawks, effective with the start of the 2005 National :Football: League season, which-eliminated our sale of
advertising time and our production of the games; (2) a reductlon in political advertising i in 2005. compared to 2004: and (3)
early elimination in 2005 of the Boston Red Sox from post-season play with three post-season games as compared to 14 post-
season games in 2004, that reduced the number of games available to sell advemsmg under our Boston Red- Sox agreernent

In 2005 and tn 2004, we generated 80%. and 79%, respectively, of our net revenues from local advertising, and 18%
and 19%, respectlvely, from natlonal advertising.

H N ¢ . . '

Same Starron Consrderanons:

) »Net revenues:in, 2005 would have been lower by $2.9 million if we had adjusted net revenues to give effect to
acqulsmons and dispositions of radio stations and significant contracts as of January 1, 2005, .

. Net revenues in 2004 would have been lower by $1.7 million if we had adjusted net revenues to grve effect to. ,

acquisitions and dispositions of radio stations and significant contracts as of January 1, 2004.
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Station Operating Expenses:

December 31, 2005 I ) December 31, 2004

S -_(dollars in milliens) ©=  *°
Station Operating Expenses $2482 ° - I ' 82447
Amount of Change T +8$35 | K
Percentage Change +1.4% [

The increase of $3.5 million in station operétmg expenses in 2005 was primarily due to: (1) an increase in the variable

" expenses associated with the increase in net revenues as described under net revenues; and (2) the effects of inflation. Station

operating expense increases in 2005 were partially offset by the restructuring of our agreement with the Seattle Seahawks,
effective with the start of the 2005 Nanonal Football League season, that eliminated our production of the games and our sale
of advertising time.

Same Station Considerations:

.. Station operating expenses in 2005 would have been lower by $2.6 million if we had adjusted station
operating expenses to glve effect to acqu151t10ns and dispositions of radio stations and significant contracts as of January 1,
2005,

.. Station operating expenses in 2004 would have been lower by $3.7 million if we had adjusted station
operating expenses to give effect to acquisitions and dispositions of radio stations and significant contracts as of January 1,

2004,

Depreciation and Amortization Expenses:

December 31, 2005 | December 31, 2004
. ' _ {dollars in millions).
Depreciation and Amortization 8167 . o . - $15.9
Expenses '
Amount of Change + 308 IR
Percentage Change - - +5.0% o - G |

The increase in depreciation and amortization expense in 2005 was primarily attributable to the acquisition of radio
station assets in the Greenv1lle market in the fourth quarter of 2005 and in the Indlanapoils Buffalo, and Providence markets in
the second and thlrd quarters of 2004,

Corporate General and Admrmstratwe, Expenses:

December 31, 2005 | December 31, 2004

{dollars in millions} . .
Corporate Generaland . - | ~ $18.9 . ' $15.7
Administrative Expenses . . )
Amount of Change - +83.2 ]
Percentage Changée - +20.4%

The increase in corporate general 'and administrative expenses in 2005, which includes non-cash’ compensation
expense, was primarily attributable to legal expenses associated with complying with the New York Attorney General’s
investigation of promotional practices involved in record companies’ dealings with radio stations (see Part 1, Item 3, “Legal
Proceedings,” for further discussion). ' B

No.n-cash' cdmpensatioﬁ expense increased to $0.9 million for the year ended December 31, 2005 from $0.7 million
for the year ended December 31, 2004,
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Opereting Income:

December 31, 2005 | December 31, 2004
T . (dollars in millions)
Operating Income $153.0 $145.2 )
Amount of Change +3$7.8 ' L
Percentage Change +5.4% e

' " The increase in operatmg income in 2005 was due to: (1) a net gain on sale or disposal of assets of $5.9 million in
2005 pnmarlly from a’gain on the sale of.a radio station in Seattle as compared to-a loss of $1.2 million in 2004; and (2) an
increase in net revenues, partiaily offset by station operating expenses. The increase in operating income was partially offset
by: (i) an increase in corporate general and administrative expenses of $3.2 million to $18.9 million in 2005 from §15.7 milfion
in 2004, due to the factors described above; (ii) expenses of $1.7 million in 2005 related to the effects of Hurricane Katrina;
and (iii) an increase in depreciation and amortization of $0.8 miltion to $16.7 million in 2005 from $15.9 million in’ 2004 due

to the factors described above. .
Same Station Considerations:

.. Operating income for 2005 would have been lower by $0.3 million if we had adjusted operating income to
give effect to acquisitions and dispositions of radio stations and significant contracts as of January 1, 2005 (exclusive of
depreciation and amortization and net time brokerage agreement fees, where applicable).

. Operating income for 2004 would have been higher by $2.0 million if we had adjusted operating income to
give effect to acquisitions and dlsposmons of radio stations and significant contracts as of January 1, 2004 (exclusive of

depreciation and amortization and net time brokerage agreement fees, where applicable).

Interest Expense:

December 31, 2005 i December 31, 2004

. (dollars in millions)
Interest Expense $29.9 ‘ $21.6
Amount of Change +$8.3 - e
Percentage Change +38.4% ] :

The increase in interest expense in 2005 was due to an increase in interest rates on outstanding debt and higher
average outstanding debt used to finance: (1) the repurchases of our stock in 2005 and in 2004 in the amounts of $188.4 million
and $115.9 million, respectively; and (2) radio station acquisitions in the amounts of $45.1 million in 2005 and $98.8 million in
2004. Interest expense included amortization of deferred financing costs of $1.3 million for the year ended December 31, 2005
and $1.1 million for the year ended December 31, 2004 ‘

t

Income Before Income Taxes:

| December 31, 2004

December 31, 2005
(dollars in millions)
Income Before Income Taxes $127.6 ‘$123.5
Amount of Change +$4.1 L ' ‘
+3.3% ¢

“Percentage Change

The increase in income before income taxes in 2005 was mainly attributable to: (1) a net gain on sale or disposal of
assets to $5.9 million in 2005 from a loss of $1.2 million in 2004, for the reasons described above under operating income; (2)
an improvement in 2005 in net revenues, net of an increase in station operating expenses, for the reasons described above; (3) a
net gain on investments of $2.8 million in 2005 as compared to a loss of $0.2 miltion, primarily from the disposition of
available-for-sale securities; and (4) the absence in 2005 of a loss on extmgl.ushmem of debt as compared to a $1.4 million loss
on extinguishment of debt in 2004, from the refinancing of our former senior credit facility in the third quarter of 2004.
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| Income Taxes:

R December 31, 2005 | ___December 31, 2004

: - {dollars in millions)
Income Taxes . $49.2 ) 3479
.| Amount of Change = +§13 - o e .
Percentage Change ‘ +2.7% s e

. The increase in income taxes in 2005 was a result of increased income before income taxes. Income tax expense as a
percéntage of income before income taxes was 38.6% in. 2005 as compared to-38.8% in 2004. The current and deferred
portions of our income tax expense were $11. 8 million and $37.4 million, respectrvely, for 2005 as compared to $9.2 million
and $38.7 million, respectlvely, for 2004, X .

Our deferred tax liabilities were $192 8 million and $155 9 mllhon as of December 31, 2005 and 2004, respectwely
The deferred tax liability primarily relates to differences between book and tax bases of our FCC licenses. In accordance with
the adoption of SFAS No. 142, on January |, 2002, we no longet amortize our FCC licenses for financial statement purposes,
but instead test them annually for impairment. As our FCC licenses continue to amortize for tax purposes, our deferred tax
liability will increase over time. We do not expect a significant portion of our deferred tax liability to reverse over time unless:
(1) our FCC licenses become impaired; or (2) our FCC licenses are sold” for-cash, which would typically only occur in
connection with the sale of the assets of a station or groups of stations or the entire Company in a taxable transaction. . .-

LI

NetIncame:
December 31, 2005 oo December 31, 2004
+ _ (dollars in millions)
Net Income $78.4 ' $75.6 )
Amount of Change ' © + 528 ST e . Co
Percentage Change . +3.7% L o ' : '

The increase in net income in 2005 was primarily attributable to the reasons described above under income before
income taxes, net of income tax expense. :

Liquidity And Capital Resources _

Since we began our share repurchase initiative in May 2004, we have used a significant portion of our capital

_ resources to repurchase shares of our Class A common stock (see Liquidity and Capital -Resources - Share Repurchase
Programs below)..Generally, our acquisitions, share repurchases, reductions of our outstanding debt, dividends and. other
capital requirements are funded from one or a combination of the following sources: (1) our credit agreement; (2) internally
generated cash flow; (3) the issuance and sale of securities; and (4) the swapping of our radio stations in transactions which
may qualify as “like-kind” exchanges under Section 1031 of the Internal Revenue Code. :

" We have also used a portion of our capital resources to pay dividends’in the aggregate amount of $60.4 million during
the year ended December 31, 2006, Prior to the payment of oir first quarterly dividend in March 2006 and since becoming a
public company in January 1999, we had not declared any dividends on any class of our common stock. We expect to continue
to declare and pay quarterly cash dividends. Any payment of dividends in the future, however, will be at the discretion of the

‘ Board of Directors and will depend upon, among other factors, financial condition, capital requirements, level of indebtedness, |

contractual restrictions, including the provisions of our senior and subordinated" debt, and other factors that the Board of
Directors deems relevant or are required to consider. See Note 13 in the accompanying notes to the consolidated financial
statements for declaration dates and other pertinent information.

Qur Bank Revolver
On 'December 8, 2006, we entered into a second amendment to our Bank Revolver with a syndicate of banks that
primatily provided for: (1) a modification to one of the Bank Revolver’s restrictive covenants that increased the maximum

" permitted Total Debt to Operating Cash Flow; and (2) an increase in the Bank Revolver to $900.0 million from $800.0 million.
On September 22, 2006, we entered into a first amendment to our Bank Revolver with a syndicate of banks that provided for
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‘the elimination of a restrictive covenant that would have requtred us to enter into certam mterest rate transactions to hedge a
portion of our variable rate debt.. e . - e

On August 12, 2004, we entered into a bank credit agreement, or Bank Revolver, with a syndicate of banks, for a five-
year senior secured revolving credit facility of $800.0 million." The Bank Revolver is secured by a pledge of 100% of the
capital stock and other equity interest in all-of our 100% owned: subsidiaries. The Bank Revolver, as amended, requires us to
comply with certain financial covenants and leverage ratios, which are defined terms within the agreement, including: (1) Total
Debt to Operating Cash Flow, (2) Operating Cash Flow to Interest Expense, and {3) Operating Cash Flow to Fixed Charges.
Upon the occurrence of certain events, our interest rate can increase to: (a) a maximum of the Eurodollar rate plus 1.50%; or,
(b) the greater of prime rate plus 0.50% or the federal funds rate plus 1.0%. The interest payable on the Eurodollar rate is -
payable at the end of the selected duration. We also pay a commitment fee that varies depending on certain financial covenants
and the amount of the unused commitment, to a maximum of 0.375% per annum, on the average unused balance of the Bank
Revolver. Management believes we are in compliance with all financial covenants and leverage ratios and all other terms of
the Bank Revolver.

Closing on any pending transactions, as described below under Liquidity, is conditioned on compliance under the
Bank Revolver at the time of closing.

Qur Senior Subordinated Notes

On March 5, 2002, we'issued $150.0 million of 7.625% Senior Subordinated Notes (the “Notes”) due March 1, 2014,
and we received net proceeds of $145.7. million. Interest on the Notes, which are in.denominations of $1,000 each, accrues at
the rate of 7.625% per annum and is payable semi-annually in arrears on March 1 and September 1. We may redeem the Notes
on and after March 1, 2007 at an initial redemption price of 103.813% of their principal amount plus accrued interest. The
Notes are unsecured and rank junior to our senior indebtedness. Our Senior Subordinated Notes also require us to comply with
certain covenants that limit, among other things, ourability to incur indebtedness and to make certain payments. The covenants

- under the Senior Subordinated Notes, in general, are less restrictive than the covenants under the Bank Revolver.

Liquidity

Qur liquidity requirements are.for working capital and general corporate purposes, including capital expenditures, and
any one or more of the following: repurchases of our Class' A common stock, dividends and acquisitions. During the year
ended December 31, 2006, we paid $0.3 million in income taxes that primarily included certain estimated state taxes for 2006.
This amount was significantly less than the amount paid for the year ended December 31, 2005 of $12.5 million as payments
from thé year ended December 31, 2005 in the amount of $6.9 million were available to be used as prepayments against federal
and certain state income taxes in 2006..In 2007, we expect to benefit from the tax deductions for depreciation and amortization .
on assets to be acquired in 2007 under the pending transactions. Accordingly, these tax benefits will significantly reduce the
amount of quarterly estimated federal and state income tax payments we expect to make in 2007 based upon projected
quarterly taxable income. Capital expenditures for the year ended December 31, 2006 were $13.7 as compared to $12.7 million
in 2005 and $9.6 million i 2004. We anticipate that capital expenditures in 2007 will consist of: (1) between $6.0 million and
$7.0 million incurred during the ordinary course of business and for the conversion-of our remaining FM stations to digital
radio; and (2} between $7.0 million and $9.0 million primarily for: (a) the consolidation and/or relocation of studio and office
facilities in the markets in common with the stations to be acquired under pending transactions; and (b) the construction.of new
studio and office facilities in New Orleans as a result of the forced relocation from the effects of Hurricane Katrina.

As of December 31, 2006, we had credit available of $373.2 million under the Bank Revolver, subject to compliance
with the covenants under the Bank Revolver at the time of borrowing. As of December 31, 2006, we had $10.8 million in cash
and cash equivalents. During the year ended December 31, 2006, we increased our net outstanding debt by $99.0 million,
primarily to help fund our repurchase of shares in the amount of $100.5 million, to pay dividends of $60.4 million to
shareholders, and to acquire a radio station in Boston, Massachusetts, for $30.0 million in December 2006. As of December
31, 2006, we had outstanding $677.0 million in senior debt, including: (1) $526.0 million under our Bank Revolver; (2) $0.8
million in a letter of credit; and (3} $150.0 million in Senior Subordinated Notes. Due to the cash required for the closing on
the pending transactions described below, we expect that in 2007, our outstanding debt will increase and our available credit
under our Bank Revolver will decrease.

We may seek to obtain other funding or additional financing from time to time. We believe that cash on hand and cash

from operating activities, together with available borrowings under the Bank Revolver, will be sufficient to permit us to meet
our liquidity requirements for the foreseeable future, including cash to fund our operations and any pending acquisitions,
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repurchases of our stock and any declared dividends: We intend to finance the pending acqursltrons as described in the

"accompanying consolidated notes to the financial statements, primarily from available borrowings under the Bank Revolver.

Our Bank Revolver requires that, at the time of closing on acquisitions, we must be in compliance with the terms of the Bank
Revolver. We believe that we will maintain compliance with the terms of our. Bank Revolver. If we are not in compllance
there can be no assurance that we will be successful in amending the Bank Revolver, in entenng into a new credit agreement or
in obtaining addmonal financing or that we will be able to obtain such financing on terms acceptable to us,.which could delay
or impair our efforts to consummate future acquisitions. Failure to ‘comply with our, financial covenants or other terms of the
Bank Revolver could result in the acceleration of the maturity of our outstanding debt. - .
Operarr'ng Activities '
Net cash flows provided by operating activities were $101.6 million for the year ended December 31, 2006 as
compared to $136.6 million for the year ended December 31, 2005. The decrease in 2006 was mainly attributable to: (1) a
decrease in net income of $18.7 million (net of gain or loss on sale or disposal of assets and non-cash stock-based
compensation expense) to $48.0 million for the year ended December 31, 2006 from $78.4 million for the year ended
December 31, 2005; and (2) an increase in working capital requirements of $14.6 million that was primarily due to an increase

'in accounts recervable as a result of the commencement of new station operations in several markets.

For the year ended December 31, 2005, net cash provided by operating activities increased $5.1 million to $136.6
million as compared to $131.5 million for the year ended December 31, 2004. The increase was primarily due to a $11.9
million increase in-accounts payable and accrued liabilities to $10.6 million for the year ended December 31; 2005 compared to
a $1.3 million decrease for the year ended December 31, 2004, primarily due to the recording of unfunded share repurchase
obligdtions of $8.1 million as of December 31, 2005. The increase in net cash provided by operating activities was partially
offset by: (1) an elimination from net income of a gain on d1sp051t|ons and exchanges of assets of $5.9 million for the year
ended December 31, 2005, primarily from the disposition of a station in Seattle; (2) an elimination from net income of a $2.8

-million net gain on investments for the year ended December 31,-2005; and (3) a decrease in deferred taxes of $1.3 million,

primatily from the. expiration of certain bonus depreciation tax incentives that. were not available for the year ended December
31, 2005.

Investing Activities

Net cash flows used in investing activities were $45.1 mllllon for the year ended December 31, 2006 as compared to
$38.6 miltion and $107.9 million for the years ended December 31, 2005 and 2004, respectwely The net cash flows used in
investing activities for the year ended December 31, 2006 reflect purchases of radio station assets of $30.0 million compared to
$45.1 million and $98.8 million for the years ended December 31, 2005 and 2004, respectively. The net cash flows usedin .
investing activities for the year ended December 31, 2005 are offset by: (1) $14.3.million from the sale of property, equipment,
intangibles and other assets; and (2} $6.0 million from the sale of investments. :

Financing Activities

Net cash flows used in financing activities were $61.7 million for the year ended December 31, 2006, compared to
net cash flows used in financing activities of $93.7 million and $27.6 million for the years ended December 31, 2005 and 2004,
respectively. The net cash flows used in financing activities for the year ended December-31; 2006 reflect (1) the repurchase of
$100.5 million of our Class A common stock; (2) a net increase in outstanding indebtedness of.$99.0 million; and (3) the
payment of $60.4 million in dividends to sharcholders. The net cash flows used in financing activities for the year ended
December.31, 2005 reflect the repurchase of $188.4 million of our Class A common stock and a net increase in outstanding
indebtedness of $94.0 million. The net cash flows used in financing activities for the year ended December 31, 2004 reflect: (1)
the repurchase of $115.9 million of our Class A common stock; (2) a net increase in outstanding indebtedness of $89.2 million;
and (3) deferred ﬁnancmg expense of $4.2 million related to our new credrt facility.

Credit Rating Agencies

"Ona contmumg basis, credit rating agencies such as Moody’s Investor Services and Standard and Poor’s evaluate our
debt in order to assign a credit rating. As a result of their reviews, our credit rating could change. Any significant downgrade in
our credit rating could adversely impact our future liquidity. The effect of a change in our credit rating may limit or eliminate
our ability to obtain debt financing, or include, among other things, interest rate changes under any future bank facilities,
debentures, notes or other types of debt.
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' Share Repurchase Programs

On May 8, 2006, December'13, 2005, March 17 2005, Novémber 1, 2004, and May 13, 2004 our Board of Drrectors
authorized one-year share repurchase programs of up to $100 0 million-of our Class A common stock for each program. Under
these repurchase programs, we repurchased and immediately:retired: (1) in 2006, 3.5 million shares for an aggregate of $100.5
million at an average price ‘of $28.98 per’ ‘share; (2) in 2005, 5.8 million shares for an aggregate of $188.4 million at an average
price of $32.51 per share; and (3) in 2004, 3.0 million shares for an aggregate of $115.9 million at an average price of $38.54
per share. Depending on market conditions and other factors, these repurchases may be commenced or suspended at any time
or from time to time without prior notice.. .As of February 15, 2007, $95.2 million remained authorized as -available for
repurchase We expect to use cash available under our Bank Revolver and 1ntemal]y generated cash flow as a source of funds
, to'repurchase shares-under the remaining program.

“'Contractual Obligations

The following table reflects a summary of our contractual obligations as of December 31, 2006:

- - ' ‘ Payments due by period.

L Less, than ~1to 3" 3tos " More Than 5

Contractual Obligations: Total 1 year years years " § years

(amounts in thousands)

5

Long-term debt obligations (1) b 845382 § 44962 3 602,667 3§ 22,871 § . 174,882

Operating lease obligations . 68,092 - 10,947 21,152 13,640 7 ) 52;353
Purchase obligations {2) ’ . 539,168 335,764 74,518 39,197 . - 89,689
Other long-term liabilities (3) 237,621 169 826 1,109 - 235,517

Total : " 3 1,690,263 3 391,842 § - 699,163 - § 76,817  § . 522441

o . ) L - T . ' .
{1) (2} The maturity on our Bank Revolver, with outstanding debt in the amount of $526.0 million as of
- December 31, 2006, could be accelerated if we do not maintain certain covenants. The above table includes
projected interest expense under the | remaining term of the agreement.
{b) Under our $150.0 million 7. 625% Senior Subordinated Notes, the maturity could be accelerated if we do
not maintain certain covenants or could.be repaid in cash by us at our option prior to the due date of the
notes. The above table 1ncludes projected interest expense under the remarrnng term of the agreement

(2) (a) After extensrve htrgauon on May, 19, 2003, we acqurred a radio station for a purchase price of $21 2
‘million, which inclided an award by the court of $3.8 million in damages as an offset against the original
' $25.0, million purchase price. A successful appeal by the seller could reverse the $3.8 mrlllon in damages

- awarded by the court.

(b) We have cash obligations of $267 8 million to acqulre the assets of 16 radlo statlons under several ’

. perrdmg asset purchase agreements in the following markets: Cmemnan "Ohio; Austin; Texas Memphis,
oo ‘ Tennessee Rochester, New York;. and Springfield, Massachusetts.” We also have obhgatlons to excharige
o assets in several markets under two exchange agreements for which an’ exchange value is dependent upon an

..+ appraisal ‘of the assets-and which appraisal is not available at this time. We do not expect that closing on'

these exchange transaction will require the use of cash.
. (¢) We have liabilities- of $2.1 million rélated to: (i) construction obligations of $1.1 milliof in connectlon

- .with the relocation and consolidation ‘of certain of our studio facrlmes (i} our obllganon of $0.8 mllhon to

provide a letter of credit; and (m) an obhgatlon of $0. 2 rrnlhon to'increase our mterest in partnershrps camed

as investients. . ‘

“{d) In addmon to the above we have purchase obligations.of $265.6 mllhon that pnmartly include contracts
for on-air personalmes SportS programming rights, ratings servrces music licensing fees, telev1s1on
advertising, equlpment mamtenance and certain other operating contracts.

(3) Included within total other long-term liabilities of $237.6 million are deferred income tax llabllllleS of $229, 2 .

} - million that are recognized for-all-temporary dlfferences between the tax and financial reporting bases of our
¥ : assets and llﬂbllltlcs based on: -enacted tax laws and statutory tax rates appllcable to the periods in Wthh the
differences’ are expected to affect taxable income. Deferred tax liabilities may-vary according to ehanges m
tax.laws, tax rates and our operatmg results;*As a result, it is impractical'to determinie whether there.will be- a
cash impact to.an individual year. Therefore, deferred income tax liabilities have been reflected in’ the above
table in the column labeled.as “More Than § Years.” !

35

.
PR




Off-Balance Sheet Arrangements

We utilize letters of credit to back certain payment and performance obligations. Letters of credit are subject to limits
based on amounts outstanding under our credit facility. An outstanding letter of credit of $0.8 million as of December 31, 2006
was immaterial. C .

We enter into interest rate swap contracts to hedge a portion of our variable rate debt. See Note 9 in'the accompanymg
notes to the consolidated financial statements for a detailed discussion of our derivative instruments.

Under our currently pending transactions to acquire and dispose of radio station assets, we determined that FIN 46R
was not applicable as of December 31, 2006.

We do not have any relationships with unconsolidated entities or financial partnerships, such as entities often referred
to as structured finance or special purpose entities, which would have been established for the purpose of facilitating off-
balance sheet financial arrangements or other contractually narrow or limited purposes at December 31, 2006. Accordingly, we
are not materially exposed to any financing, liquidity, market or credit risk that could arise if we had engaged in such
relationships.

We do not have any other off-balance sheet arrangements as of December 31, 2006.
Recently Issued Pronouncements
FAS No. 157

On September 15, 2006, the FASB issued Financial Accounting Standard (“FAS”) No. 157, “Fair Value
Measurements,” which provides guidance for using fair value to measure assets and liabilities. The standard also responds to
investors’ requests for more information about: (1) the extent to which companies measure assets and liabilities at fair value;
(2) the information used to measure fair value; and (3) the effect that fair value measurements have on earnings. SFAS Ne. 157
will apply whenever another standard requires (or permits) assets or liabilities to be measured at fair value. The standard does
not expand the use of fair value to any new circumstances. SFAS No. 157 will be effective for us as of January 1, 2008. We are
currently evaluating SFAS No. 157 and its effect on our financial position, results of operations or cash flows.

SAB No. 108

On September 13, 2006, the Securities and Exchange Commission (“SEC™) issuéd Staff Accounting Bulletin (“SAB”)
No. 108§, “Cons:'dering the Effects of Prior Year Misstatements When Quantifying Misstatements in Current Year Financial
Statements.” SAB No. 108 provides guidance on the consideration of effects of the prior year misstatements in quantifying
current year misstatements for the purpose of a materiality assessment, The SEC staff believes reglslrants must quantify errors
using both a balance sheet and income stavtement approach and evaluate whether either approach results in quantifying a
misstatement that, when all relevant quantitative and qualitative factors are considered, is material. SAB No. 108 was effective
for-us, in our fourth quarter of 2006. The adoption of SAB No. 108 did not have a material effect on our financial position,
results of operations or cash flows,

FIN 48

On July 13, 2006, the FASB issued FIN 48, “Accoummg Jor Uncertamty in Income Taxes, and Relared
Implementation Issues,” which provides guldance on the financial statement recognition, measurement presentation and
disclosure of uncertain tax positions -that a company has taken or expects to take on a tax return. Under FIN 48, financial
statements should reflect expected future tax consequences of such positions presuming the taxing authorities have full
knowledge of the position and all relevant facts. The interpretation also revises the disclosure requirements and is effective for
us as of January 1, 2007. ‘

+  We are in the process of completing our initial evaluation.of FIN 48 and its effect on our financial position, results of
operations and cash flows upon adoption on January 1, 2007. Subject to any changes to the facts and circumstances used in our
evaluation, we expect that the FIN 48 liability, inclusive of previous tax contingencies, will be between $3.5 million to $4.5
million, which amount will be reflected in the consolidated balance sheet as a long-term tax liability as of March 31, 2007. As
a result of an increase on January 1, 2007 in liabilities primarily comprised of interest ‘and :penaltiés, approximately $2.0
million to $3.0 million in expense (net of taxes) will be recorded as a cumulative effect of accounting change in our
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consolidated statement of operations for the quarter ended March 31, 2007.-Any change in future period liabilities from interest
and penalties, will be reflected in the consolidated statement of operations.as an adjustment to income tax expense rather than
as an expense that would precede income before income taxes. We will review our estimates on a quarterly basis and any
change in our FIN 48 liabilities will.result as an adjustment to our income tax expense in.the consolidated statement of
operations in‘each period measured. We anticipate that there will be no immediate impact on our cash flows,

»

FSP No. FAS 13-1°

On October 6, 2005, the FASB issued FASB Staff Position (“FSP”) No. FAS 13-1, “Accounting for Rental Costs
Incurred during a Construction Period.”. Under FSP No. FAS 13-1, rental costs associated with ground or building operating
leases, that are incurred during a construction period, shall be recognized as‘rental expense and included in income from -
‘continuing operations. The guidance in this FSP was effective January 1, 2006, The adoption. of FSP_No. FAS 13-1 did not
have a material effect on our financial position, results of operations or cash flows. .

SFAS No. 154 : -t . . A : '
On June 1, 2005 the FASB issued SFAS No. '154, “Accountmg Changes and Error Correcnons, whlch requ1red
etitities that voluntarily make a change in accounting principle to apply that change retrospectlvely to prior periods’ financial
statements, unless this would be impracticable..SFAS No. 154 supersedes Accounting Principles Board Opinion No. 20 (*APB
Opinion No. 20™), “dccounting Changes,” which previously required that most voluntary changes in accounting principle be
‘recognized by including in the current period’s net-income the curnulative effect of changmg to the.new accounting principle.
SFAS No. 154 makes a distinction between “retrospective application” of an’accounting pr1nc1ple and the “restatement” of
financial statements to reflect the correction of an error. In addition, another significant change in practice under SFAS No.
154 will be that if an entity changes its method of depreciation, amortization, or depletion for long-lived, non-financial :assets,
the change must be accounted for as a change in accounting estimate. Under APB Opinion No. 20, such a change would have’
:been reported as a change in accounting principle. SFAS No. 154 applies to accounting changes and error corrections that
were made by us beginning January 1, 2006. The adoption of SFAS No. 154 did not have a material effect on our financial
position, results of operations or cash ﬂows g . Lo
Critical Accounting Policies e
Our discussion and analysis of our financial condition and Tesults of operahons are based upon our consolldated
financial statements, which have been prepared in accordance with-accounting principles generally accepted in the United
States. , The preparation of these financial statements requires us to make estimates and assumptions that-affect the reportéd
amounts of assets and liabilities'and disclosure of contingent assets and-liabilities as of the date of the financial statements and
the amount of reported revenues and expenses during the reporting period.- We base our estimates on historical expeérience and
various other assumptions that we believe to be-reasonable under the circumstanceés, the. results. of which form the basis for
making judgments about the carrying values-of assets and Habilities that are not readily available from other.sources. Actual
results may differ from these estimates under different circumstances or by usmg different assumptlons
Co - R B - - : A -

) We con51der the following policies to be important in understanding the judgments 1nvolved in preparmg our, ﬁnancml
statements and the uncertainties that could affect our financial position, results of operations or;cash flows. For a surnmary of
our sngnlﬁcant accounting policies, including the cntlcal accounting policies dlscussed below, see the accompanymg notes to
the consolidated financial statements “te ;

PN
.

‘Revenue Recognition - : '

S

We recognize revenue from the sale of commercial broadcast time to advertisers when the commercials are broadcast,
subject to meeting certain conditions such as persuasive evidence that an arrangement exists, the price is fixed and
determinable and collection is reasonably assured! These criteria are generally met at the time an advertisement is broadcast,
and the revenue is recorded net of advertising: agency commission. Based upon past experlence the use of these criteria has
been a reliable method to recognize revenues, :

. Allowance For Daublful Accaum's
We must- make ai estimated .allowance for doubtful accounts for estimated losses resultlng from our customers’

~ inability to make payments to us. We specifically review historical write-off activity by market, large customer concéntrations,
" customer creditworthiness, the economic conditions of the customer’s industry, and changes in our customer payment terms
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‘when evaluating the adequacy of the allowance for doubtful accounts. Our historical estimates have been a reliable method to
“estimate future altowances. Our historical reserves have averaged less than 4.0% of our outstanding receivables. If the financial
condition of ‘our customers or markets were to deteriorate, resulung in an impairment of their ability to make payments, then
additional allowances could be- requlred The effect of a 1% increase in our outstandmg accounts receivable allowance as of
December 3l 2006; would result in a decrease in net income of $0.6. million, net of taxes (a decrease in net income per
common share diluted of $0 o1), for the - year ended December 31, 2006.

Radio Broadcasting Licenses And Goodwill
-+ We havermade acquisitions in the past for which a significant amount of the purchase price was allocated to
- broadcasting licenses and goodwill assets: “As of December 31,2006, we had recorded approximately $1.5 billion in radio
_broadcasting licenses and goodwill, which represented approximately 87. 0% of our total assets. In assessing the recoverablhty
of these assets, we must conduct annual impairment testing required by SFAS No. 142 and charge to operations an impairment
expense only in the periods in.which the recorded value of these assets is more than their fair value. We believe our estimate
of the value of our-radio broadcasting licenses and goodw111 assets is a critical accounting estimate as the value is significant in
relation to:our total assets, and our estimate of the value contains assumptions incorporating variables that are based on past
"+experiences and judgments about future performance of our stations. These variables include but are not limited to: (1) the
forecast growth rate of each radio.market,-including population, household income, retail sales and other expenditures that
‘would influence advertising expenditures; (2) market share .and profit margin of.an average station within a market; (3)
estimated capital:start-up costs and losses incurred during the early years; (4) risk-adjusted discount rate; (5) the likely media
competition within the market area; and (6) terminal values.-Changes in our estimates of the fair value of these assets could
result in material future penod write- downs in the carrymg value of our broadcastmg licenses and goodwxll assets. -
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Contmgencres And ngaﬂon TN Co

- . s S f T “ ' - :
L On an ofi- gomg ba51s we evaluate our exposure related to contingenéics and litigation and record a llablllty when
avallable information’ indicates. that.a liability is probable and estimable. We also’ disclose srgmﬁcant matters that are

reasonably possible to result n a loss or are probable but not estimable. | : ‘ e ©

Esnmarrqn Of Qur Tax Rates
Significant management judgment is required in determining'our provision for income taxes, income tax liabilities,
"deferfed taxassets_and liabilities and any valuation allowance recorded against net deferred tax assets. We evaluate our tax
-rates regularly and, adjust rates. when appropriate based. on currently available information relative to statutory rates,
apport:onment factors and the. appllcable taxable incomie in the Junsdlctlons in which we operate, among other factors

Y .
. [ P .

. Tax contmgencres are also recorded to address potennal exposures 1nvolv1ng tax posrtlons we have taken that could be
challenged by taxing authontles To the- cxtent that we.establish a reserve, our provision for:income taxes is. mcreased If we
.ultimately determine that: payment of these amounts IS unnecessary, - we reverse the liability and.recognize a tax benefit during
the period in Wthh we determine that the liability is no longer necessary. When appropriate, we record a valuation allowance
agamst deferred tax assets to offset future tax benefits: that may not be: reahzed In determmmg if, a valuation allowance is
.appropriate, we consider whether.it-is more likely: than not that all or some. portron of our deferred tax assets will not be
realized, based in part upon management’s judgments regardmg future' events. These potential exposures result from the
varying application of statutes, -rules, regulations and interpretations. We believe our estimates of the value of our tax
“‘contingencies and valuation allowances are critical accounting estimates as they. contain assumptions based on past experiences
and judgments about potential actions by taxing jurisdictions. It is reasonably likely that the ultimate resolution of these matters
'may be greater or less than the amount that we have currently accrued. - In past years, our estimate of our tax rate has varied
from375%to427% T s ' :
The effect of a 1% increase in our estimated tax rate as of December-31, 2006, would result in an increase in income
. -tax expense of $0.8 million and a decrease in net income of $0.8 million (net income per common share - diluted of $0 02) for
" the year ended December 31, 2006. _ SHLE :

Valuation Of Sharé-Based Compensation - ' £ .o
We determine the' fair valué. of restricted stock units' with service and market. conditions using a Monte Carlo

simulation model: The fair.value is based on the use of certain assumptions regardmg a number of highly complex and
subjective variables.”If other reasonable assumptions were used, the results:could differ. . )
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We determine the fair value of our employee stock options at the date of grant usihg a Black-Scholes option-pricing

model. The Black-Scholes option-pricing modet was developed for use in estimating the value of exchange-traded options that

"have no vesting restrictions and are fully transferable. Our employee stock options have characteristics significantly different

from these traded options. In addition, option-pricing models require the input of highly subjective assumptions, including the

expected stock price volatility. and exp'ected term of the options granted. We have used historical data for our stock price and
option life when determining expected volatility and expected term, but each year we reassess whether or not historical data is
representative of expected results.

Intangibles

; ..
As of December 31, 2006, approximately 87.0% of our total assets consisted of radio broadcast licenses and goodwill,

the vatue of which depends srgmﬁcant]y upon the operational results of our business. We could not operate the radio.stations
without the related FCC license for each station. FCC licenses are subject to renewal every elght years; consequemly, we
continually monitor.the activities of our stations to ensure they comply withall regulatory requnrements Subject to delays in
processing by the FCC historically, all of our licenses have been renewed at the end of their respective cight- -year periods, and
we expect that all licenses will continue to be renewed in the future. (See Part I, Item 1A, “Risk Factors,” for a discussion of
the risks assoc:ated with the renewal of hcenses ) , ' :

+
.

Inflation

" Inflation has affected our performance in terms. of higher costs for radio station operatmg expenses, mcludlng wages
and equipment. The exdct impact cannot be reasonably determmed

ITEM 'IA QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk :from changes in interest rates on our varlable rate Bank Revolver. Under certain
covenants that are measured penodlcally, we may be required from time to time to protect ourselves from interest- rate
fluctuations thirough the use of derivative rate hedging instruments. If the borrowing rates under LIBOR were to increase 1%

above the rates as of December 31, 2006, our interest expense under our Bank Revolver would increase by approximately $5.0

million on an annual basis, mcludmg any interest expense associated with the use of outstanding derivative rate hedging
instruments. We do not have interest rate risk related to our Senior Subordinated Notes, which have a fixed interest rate of
7. 625% _ ‘ : : '
. v . s . N e e T
As of December 31, 2006, we had a derivative rate hedging transaction in place for a notional amount of $30.0 million
that effectively fixes LIBOR at 5.8% and expires in 2008. The fair value of the rate hedging transaction at December 31,-2006,
based upon current market rates, is included as derivative instruments in other long-term liabilities-according to the maturity
date of the instrument. Our rate hedging transaction is tied to the three-month LIBOR interest rate, which may fluctuate
significantly on a daily basis. The fair value of the hedging transaction is affected by.a combination of several factors,
including the change in the three-month LIBOR rate and the forward interest rate to maturity.. Any increase in the three-month
LIBOR rate and/or the forward interest rate to maturity results in a more favorable valuation, while any.decrease in the three-
month LIBOR rate and/or forward interest rate to maturity results in a less, favorable valuatlorl Our denvatlve instrument
" liabitity as of December 31, 2006 was $0.2 million, which represented a decrease of $0.5 million from the balance as of
December 31, 2005. This decrease was due primarily to: (1) an increase in, the forward interest rates to maturity; and (2) a
decrease of one year in the remaining penod of our outstanding hedge . )

Our credit exposure under this hedging agreement or similar agreements we may enter into in the future, is the cost of
replacing an agreement in the event of non-performance by our counter- -party. To minimize this risk, we select high credit
qual:ty counter-parties. 'We do not anticipate nonperformance by such counter-pames and no material loss would be expected
in the event of the counter-parties” nonperformance.

Qur cash equivalents are . money market instruments consisting of short-term government securities and repurchase

agreements that are fully collateralized by government securities. We do not believe that we have any material credit exposure '

with respect to these assets.

Our credit exposure related to our accounts receivable does not represent a-significant concentration of credit risk due

to the high percentage of local business, the multiple markets in which we operate and the wide variety of advertisers. -

[T 4.

See also additional disclosures regarding liquidity and capitaI resources made under Part II, [tem 7 above.
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ITEM 8. FINANCIAL STATEMENTS'AND SUPPLEMENTARY DATA
~Qur consohdated ﬁnancral statements, together with related notes and the repon of PricewaterhouseCoopers LLP our
mdependent reglstered pub]lc accountmg firm, are set forth on the pages mdlcated in Part [V, Ttem 15.

-

ITEM'9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
‘ DISCLOSURE

None. -
-IT_EM 9A. CONTROLS AND PROCEDURES

Evalriation of Controls And Procedures

’
.

We maintain “dlsclosure controls and procedures” (as defined in Rules 13a-15(¢) and 15d-15(e) of the Exchange Act)
that are desrgned to ensure that: (i) 1nformatron required to be disclosed in our Exchange Act reports is recorded, processed,
summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms; and
* (ii) such information is accumulated and communicated to our management, including our- Chief Executive Officer and Chief
Financial Officer, as appropriate, to allow for timely decisions regarding required disclosure. In designing and evaluating our
disclosure controls and procedures, our management recognizes that any controls and procedures, no matter how well desrgned
and operated,,can provide only, reasonable assurance of achieving the desired control objectives, and our management is
required to apply its Judgment in evaluaung the cost-benefit relat10nsh1p of p0551ble controls and procedures

' We carried out an evaluation, under the supervision of and with the participation of our management, including our
Chief Executive Officer and Chief Financial Officer, of the effectiveness of our disclosure controls and procedures as of
December- 31, 2006. -Based on the foregoing, our President/Chief Executive Officer and Executive Vice President/Chief
Financial Officer concluded that, as of December 31, 2006 our disclosure controls and procedures were effective at the
reasonable assurance level. - : " o

. Changes In lnternal Controls
There has been no change in the Company s internal controls over ﬁnanc1a1 reportmg during the Company s most
recent fiscal quarter that has materially affecled or is reasonably likely to materlally affect, the Company’s mtema] controls

over ﬁnanc1al reportmg

Management‘s Report On Internal Control Over Fmanc:al Réporting

Internal contro over ﬁnancral reporting refers to the process designed by, or under the supervision of, our Chref ST

Executive Officer and Chief Financial Officer, and effected by our board of directors, management and other personnel, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance w1th generally accepted accountmg pnnc1ples and includes those policies and procedures that:
" e pertain to the maintenance of records that, in reasonable detail, accurately and falrly reflect the transactrons and
dlSpOSlthtlS of the assets of the Company; "

. provide reasonab]e assurance that transacnons are recorded as necessary to permrt preparauon of financial
statements in accordance with generally aceepted accounting principles, and that receipts and expenditures of the
Company are being made only in accordance with authorizations of management and directors of the Company,

" and .

s provide reasonable assurance regarding prevention or umely detection of: unauthorlzed acqu1smon use or
drsposmon of the Company's assets that could have a material effect on the ﬁnancral statements. . ¢ - ,

o Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives
because of its inherent limitations. ‘Internal control over financial reporting is a process that involves human diligence ‘and
compliance and is subject to lapses in judgment and breakdowns resulting from human failures.. Internal control over financial
reporting also can be circumvented by collusion or improper management override. Because of such limitations, there-is a risk
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that material misstatements may not be prevented or detected:on‘a tlmely basis by internal control over financial reporting.’ -
However, ‘these, mherent limitations are known features of the financial reporting process. Therefore, it is possrble to design;
into the process ’ safeguards to reduce, though not:climinate; ‘this risk»Managémént{is responsible for- éstablishing and’
maintaining adequate internal controI over financial reporting for the Company.

R T T N I T ’

Management has used the framework set forth in the report entitled *Internal Control - Integrated Framework"
published by the Committee of Sponsoring Organizations ("COSO") of the Treadway Commission to evaluate the efféctiveness
of the Company's 1ntema1 control over financial reporting. Based on this evaluation, management has concluded that the
Company's internal control over financial reporting was effective as of December 31, 2006.- Our management’s assessment of

- - the*effectiveness of the Company’s internal: control. over financial ‘reporting as of December 31, 2006 has been audited by
PricewaterhouseCoopers LLP, an independent regrstered public accounting firm, as stated in their attestation report which
s appears herein. i S K
gL e
David J. Fleld Presndent and Chref Executive Officer ¢, * -, . .o
Stephen F. Fisher, Executive Vice President and Chief Financial Officer’
ITEM 9B. OTHER INFORMATION -« R ; o

. None. . S
PARTIII .
ITEM 10. .DIRECTORS, EXECUTIVE OFFICERS AND CORPORA’i‘E GOVERNANCE
. | The information required by this Item tO is incorporated in this report by reference to the epplicable information set
forth in our proxy statement for the 2007 Annual Meeting of Shareholders which we expect to. file-with the Secuntres

Exchange Commission prior to March 20, 2007.

ITEM 11. EXECUTIVE COMPENSATEION

The information requlred by this Item 11 is incorporated in this report by reference to the applicable 1nformat10n set
forth in our proxy statement for the 2007 Annual Meeting of Sharcholders, which we expect to file with the Securities
Exchange Commission prior to March 20, 2007.

ITEM12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED SHAREHOLDER MATTERS ' :

" The information required by this Item 12 is incorporated in this report by reference to the applicable information set
forth in our proxy statement for the 2007 Annual Meeting of Shareholders, which we expect to file with the Securities
Exchange Commission prior to March 20, 2007, :

o

r ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR lNDEPENDENCE

, The mfonnatmn required by this Item 13 is incorporated in this report by reference to the apphcable information set
) ‘forth in our proxy statement for the 2007 Annual Meeting of Shareholders; which we expect to file with the Securities.
- Exchange Commission prior to March 20, 2007.

ITEM 14. PR'INCIPAL ACCOUNTING FEES AND SERVICES
The mformanon reqmred by this Item 14 is incorporated in this report by reference to the applicable information set

forth in our proxy statement for. the 2007 Annual Meeting of Shareholders, which we expect to file with the Securities
Exchange Commission prior to March 20, 2007.
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EXHIB[TS F INANCIAL STATEMENT SCHEDULES i

The followmg documents are ﬁled as part of tlus Report.

Consohdated Fma.ncaal Statements : IR R S N -

L Report of Independent Reglstered Publlc Acccountmg an JETOTOTOR o SRS SO PR SRR L
Consohdated Fmanc:lal Statements

-~ Balance Sheets as of December 31, 2006 and December 31, 2005
Statements of Operations for the Years Ended December 31, 2006, 2005 and 2004
Statements of Comprehensive Income (Loss) for the. Years Ended e R

- December 31, 2006, 2005 and 2004

Statements of Shareholders’ Equity for the Years Ended December 31, 2006 2005'and 2004
Statements of Cash Flows for the Years Ended December 31 2006 2005 and 2004 '
Notes to Consohdated Financial Statements

-  Index _to Exhibits
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Exhibit
" Number
3.01
3.02
4.01

. 4.02

10.01
10.02
10.03
10.04
10.05

10.06

. 10.07

10.08
110.09

21.01
- 23.01
31.01

31.02
32.01

32.02

Exhibits o TR T

Description

- Amended and Restated Articles'of Incorporatién of the Entercom Communicatioris Corp. (1)

Amended and Restated Bylaws of the Entercom Communications Corp. (2) (Originally filed as Exhibit 3.02)
Indenture dated as of March 3, 2002 by and among Entercom Radio, LLC and Entercom Capltal Inc., as co-issuers, the

. Guarantors named therein and HSBC Bank USA, as trustee. (2) (Originally filed as Exhibit 4.02)

First Supplemental Indenture dated as of March $, 2002 by and among’ Entercom’ Radio, LLC and Entercom Capital, Inc.,
as co-issuers, the Guarantors named therein and HSBC Bank USA, as trustee. (2) (Ongmally filed as Exhibit 4.03)

Employment Agreement, dated December 30, 2002, between Entercom Commumcatrons Corp and Joseph M. Field. (3)
Employment Agreement, dated December 30 2002, between Entercom Commumcattons Corp and David J. Field. (3)
Employment Agreement, dated December 31,2004, between Entercom Communications Corp. and Stephen F. Fisher. (4)

_ Employment Agreement, dated December 17, 1998, between Entercom Communications Corp. and John C. Donlevie. (5)

First Amended and Restated Credtt Agreement ‘dated as ‘of August 12, 2004 among Entercom Radio, LLC as the Borrower,
Entercom Communications Corp as'the Parent, KeyBank National Association as Admmlstratwe Agent and L/C Issuer,
Bank of America, N.A. ‘as Syndication Agent, Harris Nesbitt, JPMorgan Chase Bank and Suntrust Bank as Co-
Documentatlon Agents and J.P. Morgan Securities Inc., as Joint Lead Arranger and Joint Book Manager (6)

First Amendment To First Amended And Restated Credit Agreement dated as of September 22 2006, by and among

Entercom Radio, LLC, as the Borrower, Entercom Communications Corp., as the Parent, KeyBank National Association
as Administrative Agent and L/C Issuer Bank of America, N.A. as Syndlcatlon Agent and certain the other Lenders
parties. (7) (Originally filed as Exhibit 10.03)

Second Amendment To First. Amended And Restated Credit Agreement dated as of December 8, 2006, by and among
Entercom Radio, LLC, as the Borrower, Entercom Communications Corp., as the Parent, KeyBank National Association
as Administrative Agent and LfC Issuer Bank of America, N.A. as Syndication Agent and certain the other Lenders
parties. (8)

Asset Purchase Agreement dated as of August 18, 2006 among CBS Radio Stations, Inc., Texas CBS Radio, L.P. and CBS
Radio, Inc. of Tllinois and Entercom Communications Corp. (7) (Originally filed as Exhlblt 10.01)

Asset Purchase Agreement dated as of August 18, 2006 between CBS Radio Stations, Inc. and Entercom Communications
Corp. (7) (Originally filed as Exhibit 10.02)

Information Regarding Subsidiaries of Entercom Communications Corp. (8)
Consent of PricewaterhouseCoopers LLP. (&) )

Certification of President and Chief Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a), as created by Section
302 of the Sarbanes-Oxley Act of 2002. (8)

Certification of Executive Vice President and Chief Financial Officer required by Rule 13a ]4(a) or Rule 15d-14(a), as’ .~

created by Section 302 of the Sarbanes-Oxley Act of 2002. (8)

Certification of President and Chief Executive Officer pursuant to 18 U.S.C. § 1350, as created by Section 306 of the
Sarbanes-Oxley Act of 2002. )

Certification of Executive Vice President and Chief Financial Officer pursuant to 18 1J.8.C. § 1350, as created by Section
906 of the Sarbanes-Oxley Act of 2002, (9) .

(1) Incorporated by reference to Exhibit 3.01 of our Amendment to Registration Statement on Form S-1, as filed
on January 27, 1999. (File No. 333-61381)
(2) Incorporated by reference to an exhibit (as indicated above) of our Quarterly Report on Form 10-Q for the

~ quarter ended March 31, 2002, as filed on May 13, 2002.

3) Incorporated by reference to an exhibit (Exhibit 10.01 & 10.02, respectively) of our Form 10-K for the year
ended December 31, 2002, as filed on February 28, 2003.

(4) Incorporated by reference to Exhibit 10.01 of our Current Report on Form-8-K, as filed on January 4, 2005,

(5) Incorporated by reférence to Exhibit 10.03 of our Amendment to Registration Statement on' Form S-1, as |
filed on January 6, 1999, (File No. 333-61381)

(6} Incorporated by reference to Exhibit 10.01 of our Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004, as filed on November 3, 2004.
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(8)
©) .

‘

Inc&pbrated By reference to an exhibit (as in('iiﬁ:ated'abovel) of our Quarterly P;eﬁc;n on Foi‘m 10-Q for;the
quarter ended September 30, 2006, as filed on November 6, 2006. ' :

Filed herewith. ; _ _ o
These exhibits are submitted as "accompanying” this Annual Report on Form 10-K and shall not be deemed -
to be "filed" as part of such Annual Report on Form 10-K. ~- .. * =, o i
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders - ' -
of Entercom Communications Corp.: '

We have completed integrated audits of Entercom Communications. Corp.’s Deée}nber 31,°2006, 2005 and 2004 consolidated 'ﬁnanc_ial
statements and of its internal control over financial reporting as of December 31, 2006, in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Our opinions, based on our audits, are presented below.

Consolidated financial statements

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of operations, comprehensive income,
shareholders' equity and cash flows present fairly, in all material respects, the financial position of Entercom Communications Corp. and its’
subsidiaries at December 31, 2006 and 2005, and the results of their operations and their cash flows for each of the three years in the period
ended December 31, 2006 in conformity with accounting principles generally accepted-in the’ United States of ‘America. These financial
staternents are the responsibility of the Company’s management. Qur responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits of these statements in accordance with the standards of the Public Company Accounting
Oversight Board (United States), Those standards require that we plan and perform the atdit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit of financial statements includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made
by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
oplmon .

As discussed in Note 2 to the consolidated financial statements, the Company changed the manner in which it accounts for share-based
compensation in 2006,

Internal control over financial reporting

Also, in our opinion, management’s assessment,.included in Management's Report on Intenal Control Over Financial Reporting appearing
under Item 9A, that the Company maintained effective internal control over financial reporting as of December 31, 2006 based on criteria
established in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSQ), is fairly stated, in all material respects, based on those criteria. Furthermore, in our opinion, the Company maintained, in all material
respects,- effective internal control over financial reporting as of December 31, 2006, based on criteria established in Internal Control -
Integrated Framework issued by the COSO. The Company’s management is responsible for maintaining effective internal control over
financial reporting and for its assessment of the effectiveness of internal control over financial reporting.. Our responsibility is to express
opinions oh management’s assessment and on the effectiveness of the Company’s internal control over financial reporting based on our audit.
We conducted our audit of internat control over financial reporting in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
_effective internal control over financial reporting was maintained in all material respects. An audit of internal control over financial repomng
includes obtaining an understanding of internal control over financial reporting, evaluating management’s assessment, testing and evaluatlng
the design and operating effectiveness of intermal. controf, and perfortmng such other procedures as we consider necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opmlons

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company s internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of
records that, in- reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide

reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally:

accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements, Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriorate.

\s\ PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania
February 27, 2007
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~ CONSOLIDATED FINANCIAL STATEMENTS OF ENTERCOM CbMMUNIC-ATIONS CORP..

CURRENT ASSETS:,

v

ENTERCOM COMMUNICATIONS CORP.
CONSOLIDATED BALANCE SHEETS

C

. .DECEMBER 31, 2006 AND 2005 . .. .-

. F

ASSETS

£ '

. Cash and cash equwalems . - .
.Accounts receivable, net of al]owance for cloubtful accounts of $3,009 in 2006

*and §3,514in 2005 -~

Prepa:d expenses and depos‘ilsu '
Prepaid and refundable i mcomc taxes .

Deferred tax assets ‘

Total’ c_mem assets

INVESTMENTS

ot

+ ' -

N [

! - 0 '

PROPERTY AND EQUIPMENT: )
- Land, land easements and land improvement§

Building
Equlpmenl
d :Fumlture and ﬁxm.res )

Leasehold improvements

Acctﬁhulated depreciation and amortization ™. - .~

Capltal tmprovements in pmgress

th propeny and equipment

-

GOODWILL

3

RAD[O BliOADCASTING LICENSES = i

- i i P

DEFERRED CHARGESAND OTHER ASSETS ..
Net of accumulated amomzauon of $14,780 in 2006 and $12,682 in 2005

TOTAL

e ey - . v,

46

- T (amounts in thousands)

oy,

See notes to consolidated financial statements.

+
c e

Ll

sy

" Decembei 31;
2006 - 2005
$ . 10795. 5 16071 . -
' 90263 76,927
6,575 6,521
7325" " 6,362
3,383 3002 *
T 118341 .. 108883 .
4867 6,251
f Gas ! FIN
L
" 14514 14510
21,186 14462 % "
112,020 ‘107,626
’ 14,949 . 14,668
.. 15528 15,098 . .
178,197 - 166,364
" (93,408) - *(81'604)“ "
* 84,789 84,760
3,243 6052
o sse32 . 90812 ..
Ao s 1351389 1,321598
o e 157,043 157,227
-l ‘ .
et 13,387 12,987
FUe 8T 1733258 1§ 1,607,758




ENTERCOM COMMUNICATIONS CORP. !
CONSOLIDATED BALANCE SHEETS . . ] |

. ,DECEMBER 31, 2006 AND 2005 . ’
(amountl in thounsands, except :hare datn)

- ] LIABILITIES AND SHAREHOLDERS' EQUITY
S ! _ : December 31,
o : _ ' 2006 2005 -
CURRENT LIABILITIES: . )
Accounts payable - s 1,239 £, 1,326
o Accrued expenses - . ) _ 22,612 ‘ 19,240 .
Accrued liabilities: . ' .
Sataries ' : 8097 T 7,076
‘ Interest ' ) . 4,661 L 48
Advertiser obligations and other commitments ] 1,788 T TLEeT70 -
| Other L 3909 7 1,188
Current portion of long-term debt . _ ’ 20 e g
i Totat current liabilities ' ! 42,326 © 34957 7
LONG-TERM LIABILITIES: . e
+ Senior debt _ 526,219 427,240
+7.625% Senior Subordinated Notes : 150,000 < 150,000 *-
Deferred tax liabilities : . 229205 - .+ 192,783
. Other long-term liabilities 8416 7,063
" Total long-term liabilities B 913,840 S 777086 - ¢
iTotal liabilities . ) . : 956,166 . 812,043
COMM]TMENTS AND CONTINGENCIES . .
SHAREHOLDERS' EQUITY
" Preferred stock $.01 par vatue; authorized 25,000,000 shares; none issued ) - - e
Class A commaon stock $.01 p_.:u' value; voting; authorized 200, 000,000 shares; e - L
issued find outstanding 32,379,345 in 2006 and 34, 610,114 in 2005 . 324 : 346 e
“~Class B common stock $.01 par value; voling; uuthonzcd 75,000,000 shares; . . -,
- issued and outstanding 8, 046, 805 in 2006 and 8,271,805 in 2005 ) o ' 80 82
;- ClassC common stock $.01 par value nonvotmg, suthorized 50,000,000 shares; . ) : <,
=" 2: no shares issued and outstanding - - - - - .
L Addltmnal paid-in capital ‘ R ' ) o . R 641,889 738384 L.
“.." /¢ Retained eamnings . - ' : ' ) ' S i3aess T g4 :
' Unearhe:d compensation for unvested shares of restricted stock BT : - v 242) )
Accumulated other comprehensive income : o . ; 144° I 004~ 4
" s . - . '
Total sharcholders’ cqulity_ ) : 777,092 885,715
TOTAL ' : . : $ 1,733,258 $ 1,697758

R m ERE I T P

See notes to consolidated financial statements.
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NET REVENUES

. OPERATING (INCOME) EXPENSE:. -
Stationloperating expenses, including non-cash compensation expense of §1,161 in 2006
- Expense§ related to a natural disaster
Depreciation and amortization
. Corporatel éeneral and admiqiétrative expenses, including non-cash compensation expense of
© $4,283 in 2006, $873 in 2005 and $657 in 2004
Net time brokerage agreement (income) fees

Net (gain) loss on sale of assets

Total operating expenses
OPERATING INCOME

OTHER (INCOME) EXPENSE:
" Interest expense, including amortization of deferred financing costs of $1,340 in 2006, $1,315 in
2005 and $1,117 in 2004
Interest income and dividend income from investments
Loss on extinguishment of debt
» Net gain on derivative instruments
, Net (gainj loss on investments
TOTAL OTHER EXPENSE

- INCOME BEFORE INCOME TAXES

INCOME TAXES
NET INCOME -

NET VI.NC_OME PER COMMON SHARE - BASIC

NET INCOME PER COMMON SHARE - DILUTED

ENTERCOM COMMUNICATIONS CORP.
CONSOLIDATED STATEMENTS OF OPERATIONS -

_YEARS ENDED DECEMBER 31} 2006, 3005 AND 2004
(amounts in thousands, ekcept share And per Share data)

‘DIVIDENDS DECLARED AND PAID PER COMMON SHARE.

WEIGHTED AVERAGE SHARES:

Basic

Dituted

Lol S BRI

48

See notes to consolidated financial statements.

\1.

+

Years Ended December 31,

| 2006

T

2005 2004
$ 440485  $ .432520  § 423455
- L. B . F S
260,242 248,202 ' 244,674
. 1697 © | -
15,823 16,671 C 15872
33,794 18,868 RRENIT
2,766 (13) 781
1,280 ' (5.873) 1,221
313,905 279,552 ' 278,259
126,580 . -1, 152,968 . 145,196
44,173 7, 29925 21,560
(823) (396) (235)
- - 1,387
(446) (1,327) (1.215)
- (2,819) 176
T 42,9047 - U 25383 ‘21673
83,6767 1127585 " -123—,5_'23'
- 35695 -4 . 49224 -+ 47,889
§ - 479081 78 78360 '§ 75634
$ "7 120 8 1.70° s 1.51
s 119§ 170§ 1.50
$ 152 .~ - % -
. de [
3.9,972,793 46,045,438 50,-2 15,142
40,204,738 . -50,534,276

46,221,452




Y

N . R &
a el - < ; : e
ENTERCOM COMMUNICATIONS CORP DR R
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME’ R
'YEARS ENDED DECEMBER 31,2006, 2005 AND 2004

(amounts in thousands)

Years Ended December 31,
2006 . 2005 2004

. NET INCOME § - 47,981 $ 78361 3 ‘}:5,634

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX PROVISION OR BENEFIT:

Net unrealized gain (loss) on investments, net of tax benefit of $545 in 2006 and
$1,120 in 2005 and 1ax provision of $183 in 2004 (860} (1,773) 285 -_ -

$ 47021 3 76588 § 75923

COMPREHENSIVE INCOME

See notes to consolidated financial statements.
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'ENTERCOM COMMUNICATION CORP.
.- ONSOLIDATED STATEMENTS OF CASH FLOWS  ~

- ’ 'YEARS ENDED DECEMBER 31, 2006, 2005 AND 2004 ok

(amuunts in thnusands) .

Years Ended December 31,

2006 2005 2004
R
OPERATING ACTIVITIES: '

“7iv - Netincome $ 47981 $ 78361 $ 75634 >
Adjustments to reconcile net income to net cash provided by operating actwmes ) -, . 3
-Depreciation and amortization (includes amortization of station operatmg expenses of $9 in 2006 '

and 2005 and 87 in 2004) 15,832 16,681 . 15,879
Amortization of deferred financing costs ‘ 1,340 1,315 1,17
Deferred taxes N v s 35,975 37,386 . 38,703
Tax benefit on exercise of options . 18 12 : " 515 .
Provision for bad debts . 2,745 3,403 .. 3317 ‘
Net (gam) loss on sale or disposal of assets” *~ 1,280 (5,.873) 1,221 -
Non-cash stock-based compensation expense S 5,444 873 637
Net (gam) loss on investments i : s - (2,819 <1767
Net gain on derivative instruments ' (446) (1,327)- (1,215}
- Defered remt. +* ' - 166° Co765, -, 426

Unearned revenue - long-term N ’ Y] 355" ) '
Loss on extinguishment of debt . : - - 1,387
Deferred compensation ! . 764 588 232
Loss from natural disaster : . - 1,697 - T
Chnnges in assets and liabilities (net ofef'fecls of'acqulsmons and d:spos:tlons in all ycars ,

.and the effect of deconsolidation activities in 2004): . .

Accoums receivable - - {(16,072) (2,739) (2,248) -

Prepaid expenses and deposits (54) (1,809) (492)

Prepaid and refundable income taxes . - (963) (892) 2,511y
" Accounts payable and accrued liabilities ‘ 7,610 10,575 (1,316)-

Net cash provided by operating activities 101,583 136,552 + 131,482
lNVESTlNG ACTIV]T]ES
S ~ Additions to propeny and equipment . (13,713) (12,671) (9,624) .
Proceeds from sale of property, equipment, mtanglbles and other assets 337 14,290 - 1,144
Purchases of radio station assets (30,004) (45,091) (98,803).
Deferred charges and other assets ‘ (491) 211y (1,237
Purchases of investments (50) (76) (122) .
Proceeds from investments © 29 6,041 , 436
Station acquisition deposits and costs (1,254) (200} ] 275
Net cash used in im;esting activities : ' (45,146) (38,618) (107,9E1)
.-FINANCING ACTIVITIES: :
Deferred financing expenses related to bank facility and senior subordinated debt (762) - (4,220)
Proceeds from issuance of long-term debt ) 167,000 204,500 474,500
_Payments of long-term debt . . (68,019) {110,518) (385,267)
Purchase of the Companys Class A common slock {100,499) (188.363) (115,923)

. Proceeds from_ issuance of employee plan stock 493 ' 509 576"
Proceeds from the exercise of stock options 522 163 2,715
Payments of dividends (60,448) - - .

.~ Net pash‘ﬁsed in financing activities - (61,713} (93,709) {27,619) N
. NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (5,276} 4,225 (4,048)
- CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 16,071 11,844 15,894

CASH ADJUSTMENT FOR DECONSOLIDATED SUBSID]ARIES - 2 (2)

CASH AND CASH EQUIVALENTS, END OF YEAR 3 10795 % 16071 . § 11,844

See notes to consolidated financial statements. .
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 ENTERCOM COMMUNICATIONS CORP. ~ +°
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2006, 2005 AND 2004

v

(amounts in t!iousands)

Years Ended December 31,
2006 2005 2004
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid durmg the penod for:
Interest ' ’ . $ 42,650 $ 28,540 3 20,449
Income taxes paid_ $ 302 § 12,549 $ 11,630
Dividends paid - T $ 60448 $ - 3 -
. SUPPLEMENTAL DISCLOSURES ON NON-CASH INVESTING AND FINANCING ACTIVITIES - v

In connection with the issuance of certain awards of réstricted stock units (net of forfeitures and valuation adjustments from previous awards of restricted
" stock) for 969,501, 15,015 and 70,624 shares of Class A common stock for the years ended December 31, 2006, 2005 and 2004, respectively, the -

Company increased its additional paid-in-capital by $16.4 million, $0.3 million and $2.8 millicn for the years ended December 31, 2006, 2005 and 2004, -
respecnvely :

In connection with the acquisition or exchange of tangible assets, the non-cash pomon of assets recorded was $383 and $756 for the years ended
December 31, 2005 and 2004, respcctwely

L
See notes to consolidated financial statements.
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: .ENTERCOM COMMUNICATIONS CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.

1. BASIS OF PRESENTATION AND ORGANIZATION = . . :

Nature Of Business — Entercom Communications Corp. .(the “Company”) is a radio broadcasting company operating one
reportable business segment whose businéss .is devoted to acquiring, developing and operating: radio broadcast properties
throughout the United States. The segment disclosure is consistent with the management decision-making process that
determines the allocation.of resources and the measuring of performance. The Company operates. in excess of 100 radio
stations in 23 markets including San Francisco, Boston, Seattle, Denver; Sacramento, Portland, Kansas City, Indianapolis,
Milwaukee, -Austin, Norfolk, Buffalo, New Orleans, Providence, Memphis, Greensboro, Rochester, Greenville/Spartanburg,
Madison, Wichita, Wilkes-Barre/Scranton, Springfield and Gainesville/Ocala. On January 17, 2007, the Company entered into
an asset exchange agreement pursuant to which the Company began operations on February 26, 2007 in a new-radio. market,
San Francisco, California and exited an existing radio market, Cincinnati, Ohio. co

2. SIGNIFICANT ACCOUNTING POLICIES . . v

Principles Of Consolidation — The accompanying consolidated financial statements include the accounts of the Company and
its subsidiaries, all of which are 100% owned..'All inter-company transactions: and balances have been: eliminated . in
consolidation. The Company also considers the applicability of Financial Accounting Standards Board (“FASB) Financial
Interpretation No. (“FIN”) 46R (as revised), 'Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51,”
which would include any variable interest entities that are required to be consolidated by the primary beneficiary. The primary
beneficiary is the entity that holds, the majority of the beneficial interests in the variable mterest entity. A variable interest
entity is an entity for which the primary beneficiary’s interest in the entity can change with changes in factors other than the
- amount of investment in the entity. From time to time; the Company enters into time brokerage agreements in connection with
pending acquisitions or dispositions of radio stations and the requirements of FIN 46R may apply, depending on the facts and
circumstances related to each transaction. As of December 31, 2006, FIN 46 did not apply to any of the Company’s pending

. transactions.

. - . . \ - H . " [ i
Management’s Use Of Estimates — The . preparation.of consolidated financial statements, in. accordance with generally
accepted accounting principles, requires the Company to make estimates and assumptions that affect the reported amounts of
assets and liabilities, and the disclosure of contingent assets and liabilities, as of the date of the consolidated financial
statements, and the reported amounts of revenues and expenses during the reporting. period.. Actual results could differ from
“those estimates. ’ ‘ Co .o ' .
Income Taxes — The Company accounts for income taxes under Statement of Financial Accounting Standards (“SFAS™} No.
109, “Accounting for Income Taxes.” SFAS No. 109 requires the liability method ofraccounting for deferred income taxes..
Deferred income taxes are recognized for all temporary differences between the tax and financial reporting bases of the
Company’s assets and liabilities based on enacted tax laws and statutory tax-.rates applicable to the periods-in which-the
differences are expected to affect taxable income. A valuation allowance is recorded for a net deferred income tax asset balance
when it is more likely than not that the benefits of the tax asset will not be realized (see Note 7). Fora discussion of Financial
Interpretation No. (“FIN™) 48, “Accounting for Uncertainty in Income Taxes, and Related Implementation Issues, " which is
effective for the Company as of January .1, 2007, see Note 2, Significant Accounting Policies - Recent Accounting
Pronouncements. o .. ' o : :
. . - r .

Property And Equipment - Property and equipment are carried at cost. Major additions or improvements are capitalized, while
repairs and maintenance are charged to expense when incurred. Upon sale or retirement, the related cost and accumulated
depreciation are removed from the accounts, and any gain or loss'is recognized in the statement of operations. On a continuing
basis, the Company reviews the carrying value of property and equipment for impairment in accordance with SFAS No. 144,
“dccounting for the Impairment or Disposal of Long-Lived Assets.” - If events or changes in circumstances were to indicate
that an asset’s carrying value is not recoverable, a write-down.of the asset would be recorded through a charge to operations.

1
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\
. Depreciation and amortization on property and equipment is determined on a straight-line basis. The estimated useful
lives for depreciation are as follows:

Land improvements.........c v ssscseceeeesssissins Teeeereeeies . - 10-15 years

Building.......cccocoovviiieverrecennnn. bt bt r st ns ettt " 20 years

Equipment ...............cccoevunee.. et et b b et b n e Co 3-20 years

Furniture and fIXfUIES ........c.covuvvevereeerceciserrseeseessesssens R 5-10 years
‘ Shorter of economic life or

. - lease term

For the years ended December 31, 2006, 2005 and 2004, the depreciation and amortization expense for property and
equipment was $15.1 million, $15.0 million and $14.5 million, respectively. In connection -with the relocation and
consolidation- of studio facilities in two markets, as.of December 31, 2006 the Company has constmctmn commitments
outstanding that total $1.1 million.

Revenue Recognition — Revenue from the sale of commercial broadcast time to advertisers is recognized when the
commercials are broadcast. Revenues presented in the financial statements are reflected on a net basis, after the deduction of
advertising agency fees by the advertising agencies, usually at a rate of 15% of. gross revenues. Promotional fees are
recognized as services are rendered. Advertiser. payments received in advance of when the commercials are broadcast are
recorded as deferred income. All revenue is recognized in accordance with the Securities and Exchange Commission’s (“SEC")
Staff Accounting Bulletin (“SAB™) No. 101, “Revenue Recognition in Financial Statements, " and SAB No. 104, “Revenue
Recognition.” The SEC adopted SAB No. 104 on December 17, 2003 1n order to codlfy its gmdance in applymg generally
accepted accounting principles to revenue recognition. .

As of December 3] 2006 and 2005, the Company recorded current uneamed revenues in the amounts of $1.2 million -
and $0.4 million, respectively, which amounts as of December 3, 2006 and 2005 are included i 1n the balance sheets under-
other current liabilities of $3.9 million and $1.2 million, respectively. :

Comprehensive Income — The Company’s comprehensive income consists of net income and other items recorded directly to

the equity accounts. The objective is to report a measure of all changes in equity of an enterprise that result from transactions
and other economic events of the period other than transactions with owners. For the year ended December 31, 2006, there
were no realized gains on investments in the consolidated statement of operations. For the year ended December 31, 2005, $2.8
million was reclassified as a realized gain on investments in the consolidated- statement of operations that, resulted in an
unrealized loss on investments in other comprehensive income. For the year ended December 31, 2004, $0.2 million was
reclassified as a realized loss on investments in the consolidated statement of operations that resulted in an unrealized gain on
investments in other comprehenswe income. As of December 31, 2(}06 and 2005, the Company’s other comprehensive income
consisted of net unrecognized gains from investments. e

v 1

Concentration Of Risk — For the year ended December 31, 2006, five of the Company’s 23 market clusters (Boston Seattle,
Sacramento, Portland and Kansas City) generated in excess of 50% of the Company s net revenues.

Concentration Of Credit Risk - The Company’s revenues and accounts receivable relate prlmanly to the sale of advertising
within its radio stations’ broadcast areas. Credit is extended based on an evaluation of the customers’ financial condition® and,
generally, collateral is not required. Credit losses are provided for in the financial statements and consistently have been within
management’s expectations. The Company also maintains deposn accounts with financial institutions. At times, such deposits
may exceed FDIC insurance limits. :

Long-Lived Assets — The Company evaluates the recoverability of its long-lived assets, which include property and equipment,
broadcasting licenses, goodwill, deferred charges, and other assets, in accordance with SFAS No. 142, “Goodwill and Other
Intangible Assets,” and SFAS No. 144, “Accounting for the Impairment of Long-Lived Assets” (see Note 3). The determination
and measurement of an.impairment loss under these accounting standards require the use of sngmﬁcant judgments and
estimates. Future events may impact these ]udgments and estimates.

Debt Issuance Costs — The costs related'to the issuance of debt are capitalized and accounted for as interest expense over the

lives of the related debt, For the years ended December 31, 2006, 2005 and 2004, the Company recognized interest expense
related to amortization of debt issuance costs, excluding the expense for the early extinguishment of debt, of $1.3 miilion, $1.3
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million and $1.1 million, respectively, which amounts were included in interest expense in the accompanying consolidated
statements of operations. ’ ) : )
A ' . .

Extinguishment Of Debt — The Company accounts for the extinguishment of debt under the provisions of SFAS No. 145,
“Rescission of FASB Statements No. 4, 44 and 64, Amendment of FASB Statement No. 13, and Technical Corrections.” For the
year ended December 31, 2004, the Company recorded a loss.on extinguishment of debt of $1.4 million to the statement.of
operations as the Company entered into a new senior credit facility that replaced thé Company’s existing credit facility (see
Note 8). At such time as when the Company amends, appends or replaces in part or in full, its credit agreement, the Company
reviews its unamortized financing costs, to determine the amount subject to extinguishment under the provisions of The
Emerging Issues Task Force (“EITF”) No. 98-14, “Debtor's Accounting for. Changes in Line-of-Credit or Revolving-Debt
Arrangements.” : : : ) .

Corporate General And Administrative Expense — Corporate general and administrative expense consists of corporate

overhead costs and non-cash compensation expense. Included in corporate general and administrative expenses are those costs

not specifically allocable to any of the Company’s individual business properties.

Time Brokerage Agreement (“TBA") (Income) Fees — TBA fees consist of fees paid or received by a company under
agreements which permit an acquirer to program and market stations prior to acquisition. The Company sometimes enters into
such agreements prior to the consummation of station acquisitions and dispositions. For those radio stations operated by the
Company prior to acquisition, for the years ended December 31, 2006 and 2004, the Company recorded: (1) TBA fees of $2.8
million and $0.8 million, respectively; (2) net revenues of $7.1 million and $2.5 million, respectively; and (3) station operating
expenses of $5.8 million and $1.9 million, respectively. For those radio stations operated by a buyer prior to disposition by the
Company, a minimal amount of time brokerage agreement income was recorded for the year ended December 31, 2005. Under
certain circumstances, the Company may be subject to the provisions of FIN 46R, which is further described above under Note
2, Significant Accounting Policies - Principles of Consolidation. '

Barter Transactions — The Company provides advertising broadcast time in exchange for certain products, supplies' and
services. The terms of the exchanges generally permit the Company to preempt such broadcast time in favor of advertisers who
purchase time on regular terms. The Company includes the value of such exchanges in both broadcasting net revenues and
- station operating expenses. Barter valuation is based upon management’s estimate of the fair value of the products, supplies
and services received. For the years f;ndéd December 31, 2006, 2005 and 2004, amounts reflected under barter ‘transactions
were: (1) barter revenues of $4.4 million, $4.5 million and $4.8 million, respectively; and (2) barter expenses of $4.6 million,
$4.4 million and $4.5 million, respectively. ©

Business Combinations — The Company accounts for business combinations under the provisions of SFAS No. 141, “Business
Combinations.” SFAS No. 141 addresses financial accounting and reporting for business combinations and supersedes
Accounting Principle Board (“APB”} Opinion No. 16, “Business Combinations,” and SFAS No. 38, “Accounting Jor

. Preacquisition Contingencies of Purchased Enterprises.” The Company has historically used the purchase method to account
for all business combinations. ' - :

SFAS No. 141 also changed the criteria to recognize intangible assets apart from goodwill. Other than goodwill, the
Company uses a direct value methed to determine the fair value of all intangible assets required to be tecognized under SFAS
.No. 141 and to be tested for impairment under the provisions of SFAS No. 142, “Goodwill and Other Intangible Assets.” The
Company also applies SEC guidance on the use of the residual method to value acquired intangible assets other than goodwill
in a business combination (EITF Topic D-108). ' :

Operating Leases — The Company accounts for operating leases under several different provisions, which are as follows: ~

The provisions of SFAS No. 13, “dccounting for Leases, " and FASB Technical Bulletin No. 85-3, “dccounting for
Operating Leases with Scheduled Rent Increases, "' require the Company to: (1) recognize escalated rents, including any rent
holidays, on a straight-line basis over the term of the lease for those lease agreements from which the Company receives the
right to control the use of the entire leased property at the beginning of the lease term; and (2) recognize amortization expense
over the shorter of the economic lives of the leasehold assets or the lease term, excluding any lease renewals unless the lease
renewals are reasonably assured. :
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For those leasehold improvements acquired in a business combination or acquired subsequent to lease inception, the
amortization period is based on the lesser of the useful life of the leasehold improvements or the period of the lease including
all renewal periods that are reasonably assured of exercise at the time of the acqu1snt10n .

‘ . Under the prowsmns of FASB Technical Bulletin No. 88-1, “Issues Relating to Accounting for Leases, " the Company
records landlord incentive payments to the Company as deferred rent that is amortized as reductlons to lease rent ¢xpense over
the lease term.

+ Under the provisions of FASB Staff Position (“FSP”) No. FAS 13-1, “Accounting for Rental Casts Incurred during a
Construction Period,” which was effective January 1, 2006, the Company accounts for rental costs, associated with ground or
building operating leases that are incurred during a construction period, as rental expense and includes these costs in income
from continuing operations.

Asset Retiremem-ObligationS — On-March-30, 2005, the FASB issued FIN 47, “Accounring Jor Conditional Asset Retirement’
Obligations,” that is an interpretation of SFAS No. 143, “Asset Retirement Obligations.” - Under the guidance of FIN 47,
uncertainty about the timing and (or) method of settlement, as they are conditional on a future event that may or may not be

within the control of the entity, should be factored into the measurement of the asset retirement obligation when sufficient -

information exists. FIN 47 also clarifies when an entity would have sufficient information to reasonably estimate the fair value
of an asset retirement obligation. FIN 47 was effective for the Company for the year ended December 31, 2005 and SFAS No.
143 was effective for the Company in 2003. The adoption by the Company of FIN 47 did not materially impact the Company 5
ﬁnanmal position, results of operations or cash ﬂows

Cash And Cash Eguivalents — Cash and cash equivalents consist primarily of amounts held on deposit with financial”
institutions, including investments held in financial institutions in immediately available money market accounts and all highly
liquid debt instruments of three months or less, '

" Trade Receivables And Related Allawance For Doubtful Accounts — Trade receivables are pnmanly comprised of unpaid
. advertising by advertisers on our radio stations, net of agency commissions, and an estimated provision for doubtful accounts.

Advertisers are generally invoiced for the advertising after the advertisements- are aired. Estimates of the allowance for
_doubtful accounts are recorded using several factors including management’s judgment of the collectibility of the accounts .

receivable, historical information, relative improvements or deteriorations in the age of the accounts receivable and changes in

current .economic conditioris. The trade receivable balance and reserve for doubtful accoums as of Deccmber 31, 2006 and-

2005 are presented in the following 1able: .

Yo December 31, - December 31,

' . 2006 2005

: (amounts in thousands}

Appounts receivabie ' $ 93,27? ’ S 80,441

Allowance fof doubtful accounts o (3,009) ' (3,514)
~ Accounts receivable, net of allowance for doubtfui accounts $ 90,263 § - 76,927

For a discussion of the effects of Hurricane Katrina on the Company’s reserve for doubtful accounts as of December
31, 2005, please refer to Note 17, Loss From A Natural Disaster.

4

.. The following table presents the changes in the allowance for doubtful accounts for the years ended December 31,
2006, 2005 and 2004: . .
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¢ ; . (amounts in thousands) ~ .

u to Additions
Balance at Charged to Deductions Balance at
Beginning Costs and From : End of
Allowance for Doubtful Accounts Year *_Expenses Reserves Year
December 31, 2006 3,514 2,745 {3,250) 3,009
" December 31, 2005 2,597 4,153 {3,236) 3,514
" December 31, 2004 . 2,403 3317 (3.123) 2,597 '

As of December 31, 2006 and 2005, the Company has recorded trade. receivable credits in the amounts of $2.3 million’
and $0.4 million, respectively, which amounts as of December 31, 2006 and 2005 are included in the balance sheets under
othér current liabilities of $3.9 m11110n and $1.2 million, respectively.

Derivative Financial Instruments — The Company accounts for derivative financial instruments under the provisions of SFAS
No. 133 “Accounting for Derivative and Hedging Activities,” that was'amended by SFAS No. 137 and SFAS No. 138. SFAS
No. 133 established accounting and reportmg standards for (1) derivative instruments, including certain derivative instruments
. embedded in other contracts, which are collectively referred to as derivatives; and (2) hedging activities (see Note 9).

Share-Based Compema.rian — On January 1, 2006, the Company adopted SFAS No. 123R, as revised, “Share-Based
Payment,” which requires the measurement and recognition of eompensatlon expense for all share-based payment awards ,
made to employees and directors including employee stock options "and employee stock purchase plan purchases based on’
estimated fair values. SFAS No. 123R supersedes the Company’s previous accounting under APB Opinion No. 25. In March
2005, the SEC issued Staff Accounting' Bulletin (“SAB”) No. 107 relating to SFAS No. 123R. The Company has applied the
. pr0v1510ns of SAB No 107 in its adoptlon of SFAS No. 123R

Prior to the adoption of SFAS No. 123R the Company accounted for stock compensation under the intrinsic value

". method in accordance with the requirements of APB Opinion No. 25, “Accounting for Stock Issued to Employees,’ “and related

Interpretations, including FIN 44, “Accoummg for Certain Transactions Involving Stock Compensation.”

Under the provisions of SFAS No. 123, “Accounting for Stock-Based Compensanon the Company has presented'in
the table below the required disclosure of the pro forma effects on net income and net income per share had the fair value
recognition provisions of SFAS No. 123 been adopted for the periods presented.

Years Ended
December 3i,
2005 2004
{amount in thousands,
except per share data)

Net income - as reported h 78,361 $ 75,634
Add: Compensation expense included in net income, net of taxes of $337
- and $254 for the years ended December 31, 2005 and 2004, respectively - - 536 403

Subtract: Stock-based employee compensation expense determined under
" the fair value based method for all awards, net of taxes of $13,693 and

- $8,749 for the ye'z;rs ended December 31, 2005 and 2004} respectively 21,625 13,818 o
Net income - pro forma $ 57272 % 62219
Basic nel income per common share - as reported b 170§ 1.51
Basic net income per common share - pro forma 3 124 % 1.24
Diluted net income per common share - as reported b 170§ 1.50
Diluted net income per common share - pro forma 3 1.24  § 1.23

, ot : PR

Under the provisions of SFAS No. 123R, net income was negat:vely 1mpacted for the year ended December 31,2006
by $5.4 million (50. 10 per basic and fully diluted share). If SFAS No. 123R had been adopted for years ended December 31,
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2005 and 2004, net income would have been negatively impacted by $21.1 million and $13.4 million, respectively ($0 46 per
basic and fully diluted common share and $0.27 per basic and fully diluted common share, respectively).

See Note 15 for the requiréd disclosures effective with the adoption of SFAS No. 123R on January 1, 2006 and key

assumptions used to calculate the pro forma amounts reflected in the above table.

Investments - For those investments in which the Company has the ability to exercise signift cant influence over the operating
and financial policies of the investee, the investment is accounted for under the equity method of accounting in accordance
with APB Opinion No. 18, “The Equity Method of Accounting for Investments in Common Stock.” For those investments in
which the Company does not have a significant influence, the Company accounts for its investments in accordance with the
provisions of SFAS No. 115, “Accounting for Cerlain Investments in Debt and Equity Securities.” Under SFAS No. 115, the
investment is classified into one of three categories held-to-maturity, available-for-sale, or trading securities, and, depending
upon the classification, is carried at fair value based upon quoted market prices or histoncal cost when quoted market prices are
unavailable.

The Company also provides certain quantitative and qualitative disclosures in accordance with FASB EITF Issue No.
03-1, “The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments,” for securities
accounted for under SFAS No. 115 that are impaired at the balance sheet date but for which an other-than-temporary
impairment has not been recognized. Please see Note 5 for a further discussion of investments. \

Advertising And Promotion Costs — Costs of media advertising and associated production costs are expensed when incurred.

lnsurancfe And Se{f-lnsurarice Liabilities — The Company uses a combination of insurance and self-insurance mechanisms to
provide for the potential liabilities for workers’ compensation, general liability, property, director and officers” liability, vehicle
liability and employee health care benefits. Liabilities associated with the risks that are retained by the Company are estimated,
in part, by considering claims experience, demographic factors, severity factors, outside expertise and other actuarial
agsumptions.

Sports Programming Costs — The Company records the costs associated with sports programming agreements in accordance
with SFAS No. 63, “Financial Reporting by Broadcasters.” Programming costs which are for a specified number of events
are amortized on an event-by-event basis, and programming costs which are for a specified season are amortized over the
season on a straight-line basis. The Company allocates that portion of sports programming costs that are related to sponsorship
and marketing activities to sales and marketmg expenses on a straight-line basis over the term of the agreement.

Reclassifications — Certain reclassifications have been made to the prior years’ financial statements to conform to the
presentation in the current year.

"Recent Accounting Pronouncements —

FAS No. 157

On September 15, 2006, the FASB issued Financial Accounting Standard (“FAS”) No. 157, “Fair Value
Measurements,” which provides guidance for using fair value to measure assets and liabilities: The standard also responds-to
investors’ requests for more information about: (1) the extent to which companies measure assets and liabilities at fair value;
{2) the information used to measure fair value; and (3) the effect that fair-value measurements have on earnings. SFAS No. 157
will apply whenever another standard requires (or permits) assets or liabilities to be measured at fair value. The standard does
not expand the use of fair value to any new circumstances. SFAS No. 157 is effective for the Company as of January |, 2008,
The Company is currently evaluating SFAS No. 157 and its effect on the Company’s financial posmon results of operations or
cash flows, -

SAB No. 108

On September 13, 2006, the SEC issued Staff Accounting Bulletin (“SAB"”) No. 108, “Considering the Effects of
Prior Year Misstatements When Quantifying Misstatements in Current Year Financial Statements.” SAB No. 108 provides
guidance on the consideration of effects of the prior year misstatements in quantifymg current ‘year misstatements for the
purpose of ‘a materiality assessment. The SEC staff believes registrants must quantify errors using both a balance sheet and
income statement approach and evaluate whether either approach results in quantifying a misstatement that, when all relevant
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quantitative and qualitative factors are considered, is material.. SAB No. 108 was effective for the Company in its fourth quarter
of 2006. The adoption of SAB No: 108 did not have an effect on the. Company s financial position, results of operatlons or cash

flows.
FIN 48

On July 13, 2006, the FASB issued FIN 48, ,“Accounting for Uncertainty in Income Taxes, : and Related
Implementanon Issues,” that provides guldance on the financial statement recognition, measurement, presentation and
dlselosure of uncertain tax positions that a company has taken or expects to take on a tax return. Under FIN 48, financial
statements, should reflect expected future tax consequences, of ,such posmons presuming the taxing -authorities have’ full
- knowledge of the position and all relevant facts, The. mtcrpretanon also revises the disclosure requ:rements and is effective for
the Company as of January 1, 2007. . ! . _ o - -

L] o . . -, -
R . P o -+

"The Company is in the process of completing its initial evaluation of FIN 48 and its effect on the Conhpany’s,‘

financial position, results of operations and cash flows upon adoption on January 1, 2007. Subject to any changes to the facts
and circumstances used in the.Company’s evaluation, the Company expects that the FIN 48 liability, inclusive of previous tax
contmgenc1es will be between $3.5 million and $4.5 million, which amount will be reflected in the consolidated balance sheet
as a long-term tax liability as of March 31, 2007. As.a result of an increase on January 1, 2007 in liabilities “primarily
comprised of interest and penalties, approximately $2.0 million to $3.0 million in expense (net of taxes) will be recorded as a

cumnulative effect of accounting change in the Company’s consolidated statement of operatlons for the quarter ended March 31,

2007. Any change in future period liabilities from interest and penalties, will be reflected in"the, consolidated statement of

operations as an adjustment to income tax expense rather than as.an expense that would precede income before income taxes. |

The Company will review its estirates on-a quarterly basis and any. change in its FIN 48 liabilities will result as an adjustment
to its income tax expense in the consolidated statement of operations in each period measured. The Company anticipates that

there will be no immediate impact on the Company’s cash flows. , _ : o -

FSP No FAS 13-1

On October 6, 2005, the, FASB lssued FSP No FAS 13 1, “Accounnhg Jor Renmtal Costs Incurred during a

Construction Period.” Under FSP No. FAS 13-1, rental costs assocnated with ground or building operalmg leases, that are
incurred during .a construction period, shall be recogmzed as. rental expense and included in income from continuing
operations. The guidance in this FSP- was applied effective January 1, 2006. The adoption of FSP No. FAS 13-1.did not have a
material effect on the Company’s financial position, results of operations or cash flows. S t

SFAS No. 154

On June 1, 20035, the FASB issued SFAS No. 154, “Accounnng Changes and Error Correcnons whxch required
entities that voluntarily make a change in accounting principle to apply that change retrospectively to prior periods’ financial
.statements, unless this-would be impracticable. SFAS No. 154 supersedes APB Opinion No. 20, “Accoummg Chairges,” Wthl’l
prevnously required that most voluntary changes in accountmg principle be recognized by including in‘the current period’s net
income’ the cumulative ef‘fect of - changmg to the ‘new accounting prmc1ple SFAS No. 154 makes a distinction between
“retrospective application” of an accountmg principle and the “restatement” of financial statements to reflect the correction of
. an error. In addition, another significant change in practice under SFAS No. 154 will be that if an entlty changes its method of
depreciation, amortization, or depletion for long-lived, non-financial assets, the change must be accounted for as a change in
- accounting estimate. Under APB Opinion No. 20, such a change would Thave been réported as a change in accounting principle.
'SFAS No. 154 applies to accounting changes and error corrections that were ‘made by the Company beginning January 1, 2006.
"The adoptlon of SFAS No. 154 did not have .a material effect on the Company’s financial position, results of operatlons or cash
flows.” .

*3. +» INTANGIBLE ASSETS AND GOODWILL- ,

(A) Indefinite-Lived Intangibles,

Under the provisions of SFAS No. 142, goodwill and certain mtang1ble aSSets are not amomzed lnstead these assets
are reviewed at least annually for 1mpa1rment and charged to results of operations only in the periods: in which the recorded
value of goodwill and certain 1ntang1b1es is more than its fair value. The Company has determined that broadcasting licenses
were deemed to have indefinite useful lives.
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Other than goodwill, the Company uses a direct value method to determine the fair value of all intangible assets
required: (1) to be recognized under SFAS No. 141; and (2) to be tested for impairment under the provisions of SFAS No. 142.

Broadcasting Licenses

SFAS No. 142 requires the Company to test broadcasting licenses on an annual basis and between annual tests if
gvents occur or circumstances change that would, more likely than not, reduce the fair value of broadcasting licenses below the
amount reflected in the balance sheet. The annual test, which is performed by'the Company in the first' quarter of each year,
requires that the Company (1) determine the reporting unit; and (2) compare the carrying amount of the broadcasting licenses
reflected on the balance sheet 'in each reporting unit to the fair value of the reporting unit’s broadcasting licenses. For each of
the years ended December 31, 2006, 2005 and 2004, the Company determined the reporting unit as a radio -market and
compared the carrying amount of the broadcasting licenses in each market to the falr value of the market’s broadcasting
llcenses '

The Company determined the fair value of the broadcasting licenses by relying primarily on a discounted cash flow.
approach assuming a start-up scenario in which the only assets held by an investor aré broadcasting licenses. The fair value.
contained assumptions incorporating variables that are.based on past experiences and judgments about future performance
using industry normalized information for an average station within a market. These variables would include but not be limited
to: (1) the forecast growth rate of each radio market, including population,-household income, retail sales and dther-
expenditures that would influence advertising expenditures; (2) market share-and profit margin of an average station within a
market; (3) estimated capital start-up costs and' losses incurred during the early years 1) nsk-adjusled discount rate; (5) the
likely media competition wnthm the market area; and {6) termmal values R . :

)

For the Year Ended December 31, 2006 o .

The Company completed the non-amortizing intangible asset impairment test for broadcasting licenses and
determined that the fair value of the broadcasting licenses was equal to or greater than the amount reflected in the balance sheet
for each of the markets tested. Based upon the results of the asset impairment test, no impairment charge was recorded for the
year ended December 31, 2006. If actual market conditions are less favorable than those projected by the industry or the
Company, or if events occur or circumstances change that would, more likely than not, reduce the fair value of the Company’s
broadcasting licenses below the amount reflected in the balance.sheet, the Company would be required to retest and may be
required to recognize impairment charges in future periods. The amount of: unamortized broadcasting licenses reflected in'the,
balance sheet as of December 31, 2006 was $1.4 billion. ' -

The following table presents, in thousands, the changes in broadcastmg licenses for each of the ycars ended December
31, 2006 and 2005 :

Gross ‘Carryingl : " 'Accumulated . . . .
Amount Amortization Net Amount
. (amounts in thousands)

1 P .—'|'

Balance at December 3l 2004 . : ~' 3 1,3;84, 172 ', 3 95,132 3 1,289,040
Broadcasting licenses included in formerly deconsolidated substdlanes -'593 . 61 . 532
Acquisitions during 2005 | . .. 36,910 - 36510
Dispositions during 2005, : : . C (5,187) ] (303) (4,884) - ¢

Balance at December 31, 2005 1,416,488 94,890 1,321,598
Acquisitions during 2006 29,791 - 29,791

Balance at December 31, 2006 $ 1,446279 - § 94,800 % 1,351,389 .-

See Note 17 for a discussion of the impact of a natural disaster on the fair value of theé FCC licenses in the Company’s
New Orleans radio market.
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For the Years Ended December 31, 2005 and 2004

"The :Company. completed "the ,non-amortizing intangible asset impairment test for. .broadcasting licenses and
.determined that the fair value of the broadcasting licenses was equal to or greater than the amount reflected in the balance
sheets for each of the markets tested. Based upon the results of the asset impairment test, no 1mpa|rment charges were recorded
for the years ended December 31, 2005 and 2004 TR o, . .

Goodwill o o | S

T , . ., .
S . et : - i *

SFAS No. 142 requires the Company to test goodwﬂl on an annual basis and between annual tests if events occur or
circumstances change that would, more hkely than not, reduce the fair value of goodwill below the amount reflected in the

balance sheet. The Company performs its annual impairment test during the second quarter of each year by (1) determining the-

reporting unit; and (2) comparmg the fair vatue for each reporting unit with the.amount reflected on the balance sheet. If the
fair value for any reporting unit is less than the amount reflected in the balance sheet, an indication exists.that the amount of
goodwill attributed to a reporting unit may be impaired, and the Company is required to perform a second step of the
impairment test. In the second step,.the Company compares the implied fair value of the reporting unit’s goodwill, determined

by allocating the reporting unit’s fair value to all of its assets and liabilities in a manner similar to a purchase price allocation in".

accordance with SFAS No..141, to the amount reflectéd in the balance sheet. For each of the vears ended December 31, 2006;

2005 and 2004, the Company determmed the reporting unit as a radio market and compared the fair. value of each market to the '

amount reﬂected in the balance sheet for each market. ‘ '

To determine the fair value, the Company uses an income or market approach for each reportmg unit. The market
approach compares recent sales and offenng prices of similar propertics. The income approach uses the subject ‘property’s
income generated over a specified time and capitalized at an appropriate market rate to arrive at an mdlcanon of the most
probable selling price. R

For the Year Ended Deeember 31, 2006

The Company performed its annual impairment test and determined that the carrying amount of goodwill reflected on
the balance sheet for each of the Company s markets did not exceed the fair value and, accordingly, no impairment charge was
recorded for the year ended December 31, 2006. If actual market conditions are less favorable than those projected by the
industry or the Company, or if everits occur or circumstances change that would, more likely than not, reduce the fair value of

* the Company’s goodw1ll below the amount reflected in the balance sheet, the Company would be requnred to retest and may be

required to recognize impairment charges in future periods. The amount of unamortized goodwill rcﬂected in the balance sheet’

v

as of December 31, 2006 was $157.2 million.
The following table presents, in thousands, the changes in goodwill for each of the years ended 2006 and 2005: .

o ., . Gross Carrying Aecumulated' i

r

Amount _ Amartization Net Amount
(amounts in thousands)

Balance at December 31, 2004 3 151,606 % 624 .3 150,98é

Acquisitions during 2005 ‘ 6,245 L - 6,245
Balance at December 31, 2005 to 157,851 - 624 157,227
Acquisitions during 2006 . ., 15 - 15
Balance at December 31, 2006 3 157,866 3 624 $ 157242

See Note 17 for a discussion of the impact of a natural disaster on the fair value of goodwﬂl in the Company’s New
Orleans radio market,

For the Years Ended December 31, 2005 and 2004

The Company performed its annual impairment test and determined that the carrying amount of goodwill reflected on

the balance sheet for each of the Company’s markets did not exceed the fair value and, accordingly, no impairment charge was

recorded for the years ended December 31, 2005 and 2004,
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.. 2006, 2005 and 2004, respectlve]y S : o

.(‘B_.-) Deﬁnite—Lived lnten.gibles - - ' C T o . L

The Company has definite-lived intangible assets that* consist of advertiser lists and customer relationships, and
acqmred advemSmg contracts; that are amortized in accordance:with SFAS No: 142. These assets are amortized over the perlod
“for which the assets are’ expected to contribute to the Company’s future cash flows and are reviewed for impairment in
accordance with SFAS No. 144 whenever events or changes in mrcumstances indicate that the carrying amount of an asset may
not be recoverable. For thé years ended December 31, 2006, 2005 and 2004, thé Company reviewed the useful lives of these
-assets and did not record any impairment expense related to the carrying amount of the assets. The amount of the amomzatlon
éxpense for definite-lived mtanglble assets was $0 2 million, $0.8 million and $0.7 million for the years ended December 31

. . .
B

As of December 31, 2006'and 2005, the. Company reflected $0.3 miltion and '$0.5 million, - respectlvely, in

o

~unamortizéd definite-lived assets, which amounts are as follows and arc included.i in deferred charges and other assets on the

: balance sheet For a listing of the assets compnsmg deferred charges and other assets, refer toNote 6. = | E

;.‘ . PR . Lo N

UL e oo o o December 31, 2006 -
S o : . C Graoss Ca'rryingI . Accumulated ’ R
- - ' . ' " Amount . Amortization *Net Amount -

(ambunts‘in thousands)

f'Advemser lists and customer relauonshlps ' 5 333 b 518 - b .. 15

'Acqurrcd advertrsmg contraets o 3,078 ' 3,078 7 P
Permits, patents and irademarks © . R 3o 3 U
 Deferred contracts and other agreements . . 763 - 472 ' 291.
Total ' , ' s 4387 $ 4071 § 316
December 31, 2005
o ‘ Gross Carrying Accumulated

- . : * Amount Amortizatton - - Net Amount ¥
' (amounts in thousands) B
' ' . B ’ o B

. Advertiser lists and customerrelatlonshlps ; : "3 533 8 438§ ’ 95 '

Acqurred advemsmg contracts ‘ 3,078 - 3,078 ‘ L
. Deferred contracts and other agreements . | 763 316 447

“Total | 7. ot - v § 4,374 3 - 3,832 $ 542

)

The followmg table presents the Company’s estimate of amortization expense for deﬁmte lived assets for each of the
five'succeeding years ‘ended December 31:

R !-|,.

1Y I . . A ) .

- » : Definite-
' Lived
] . Assets
4 o (amounts in
_— . ) thousands)
Years ending December 31, :
2007 - $ 146
2008 7 T 86 , :
2009 ’ 46 .
2000 - ‘ ' 15
2011 . B < 10 )
Thereafter . . . ' - 13.
‘ ' ' TS 316

’ Total
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4. ACQilISlTlONS, DIVESTITURES, OTHER EVENTS AND PRO FORMA SUMMARY -,

The Company consummated acquisitions of radio stations under the purchase method of accounting, and the purchase

price, including transaction costs, was allocated to the assets based upon their respective fair values as deterinined as of the”

purchase date.
Acquisitions For The Year Ended December 31, 2006
Boston, Massachusetts

On December 29, 2006, the Company acquired the assets of WKAF-FM (formerly WILD-FM), serving the Boston,
Massachusetts, radio market for $30.0 million in cash, of which $5.0 millionwas paid as a deposit on August 21, 2006. The

source of the funds used to complete this transaction was as fotlows: (1) $23.0, ‘million was paid from funds borrowed under the

Company’s senior bank facility; (2)-$5:0 million was paid from the August 21, 2006 deposit; and (3) $2.0 million was paid

from available cash. The Company recorded a-minimal amount of goodwill as no.employees were hired and no revenue

contracts were assumed. With the commencement of the TBA, the Company.began simulcasting the format of WAAF-FM
" (another radio station owned and operated by the Company in this market) on WKAF-FM, thereby providing a complement to

“the signal coverage of the WAAF-FM format in the Boston metropolitan market. Under the TBA that commenced on August

21, 2006, the Company included the net revenues and station operating expenses in the Company’s condensed consolidated
financial statements for the year ended December 31, 2006. There.were'no TBA fees provided for under the agreement. The
Company recorded less than $0.1 million of goodwill, which amount is fulty deductible for income tax purposes. Including this
transaction, the Company-owns and operates five radio stations in the Boston, Massachusetts, radio market.

For this acquisition, the aggregate purchase price, including transaction costs of under $0.1 million, was allocated as
follows and is based upon mformanon available at this time and is subject to change:

. . . ] ' + . N +
Assets Description ) Amount Asset Lives
(in thousands)

Equipment . $ 198 -~ - Syears
Total tangible assets . 198

Broadcasting licenses 29,791 ., non-amortizing
Goodwill 15 " non-amortizing
Total intangible assets ' - 29,806

Total purchase pl‘ice b ' 30,004

See Note 11 for further information on pending acquisitions and required divestitures.
Other

Buffalo, New York

On December 1, 2006, the Company renewed a rights agreement with the owners of the Buffalo Sabres, a Natlonal
Hockey League team, by entering into a multi-year agreement: effective with the start of the 2007 season to broadcast the
programmmg and sell the advertising time, but not to produce the games.

Seattle, Washington : ) o ¥

On August 9, 2006, the Company entered into a rights agreement with the owners of the Seattle-Supersonics, a
National Basketball Association (“NBA”).team, by entering into a multi-year agreement effective with the start of the 2006
season to broadcast the programming and sell the advertising time; but not to produce the games.

: : 7
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Boston, Massachusetts

On May 7, 2006, the Company renewed its rights agreement with the owners of the Boston Red Sox, a Major League

" Baseball team by entering into a multi-year agreement, effective with the start of the 2007 season; to broadcast and produce
© games, including related programming and promotional events, and to sell advertising time. ; ey

' " Acquisitions For The Year Ended December 31, 2005 ' o . . - S

- 'Greenville, South Carolina

On October 7, 2005, the Company acquired the assets of: WROQ-FM, WTPT-FM and WGVC-FM serving' the
Greenville, South Carolina, radio market for a purchase price of $45.0 million in cash, of which $4.5 miliion was paid as a

~ deposit on March21, 2005 and $2.3 million was paid as a deposit on August 17, 2005. Under the Communications Act (the

“Act”), the FCC imposes specific. limits on.the number of commercial radio stations an entity can own in a single market. In

“order to comply with the Act, the Company entered into an agreement to sell two of its FM radio stations, WOLI-FM-and

WOLT-FM (the formats of WOLI-FM and WOLT-FM were simulcasted). The Company also agreed to sell WSPA-AM, even
though this dlsposmon was not required by the Act’s ownershlp limitations. . - . . .
e - : ) . . 4 : -t

.The source of the funds used to complete thlS transaction was as follows (l) $31.5 million was pald from funds

borrowed under the Company’s senior.bank facitity; (2) $4.5 million and $2.3 million was paid from the deposits of March 21,

2005 and August 17,-2005; and (3) $6.7 million was paid from the proceeds of the sale of WOLI-FM, WOLT-FM and WSPA-
AM (see Note 4 below). The Company -recorded $6.2 million of goedwill, which amount is fully deductible for income tax
purposes. With the acquisition of WROQ-FM, WTPT-FM and WGVC-FM and the disposition of WOLI-FM, WOLT-FM and
WSPA-AM, the Company can reach larger audience populations as the acquired stations have improved signal coverage areas
as compared to the disposed stations. With.the Company’s ability to reach larger listening audiences and the stations’ position
in the market, the Company can compete more effectively by i increasing the Company’s’share of market revenues. Effective
with the completed acquisition and disposition, the Company owns seven radio stations serving the Greenville, South Carolina, -

. radio market.

Dfsposiriohs For The Year Ended DecemBer 31, 2005

" Greenville, South Carolina

On October 6, 2005, the Company completed the transaction to sell the radio stanon assets of WOLI- FM WOLT- FM
and WSPA-AM, serving the Greenville, South Carolina, radio market, for $6.7 million in cash. The Company recorded a gain.

‘on the sale of the assets of $1.0 million during the fourth quarter of 2005. In connection with the acquisition of WROQ -FM,
. "WTPT-FM and WGVC-FM serving the Greenville, South Carolina, radio market, as described in Note 4 above, the Company.
was required under-the Act to divest two of its FM radio stations serving the Greenville, South Carolina, radio market (the,

Company selected WOLI-FM and WOLT-FM, with simulcasted formats):
- o ) o

Longview, Washmgton

On March 31, 2005, the Company completed the transaction to sell the radio station assets of KBAM-AM, KEDO-
AM, KLYK-FM and KRQT-FM, servmg the Longview, Washington, radio market for $2.2 million in cash; The Company
recorded a gain on the sale of the assets of less than $0.1 million during the first quarter.of 2005. Under a TBA that
commenced November 15, 2004, the Company received a time brokerage fee of less than $0.1 million for the year ended

" December 31, 2005. The Company sold all of its-radio stations in this market as the market did not fit the Company s strateglc :
- profile.- . ‘ Lo i . )

Seaftle, Washington . : .,

.On January 21 2005, the Company completed the transaction to sell the radio station assets of KDDS-AM (the cal]

+ letters were changed from KNWX-AM in December 2004}, serving the Seattle, Washington, radio market for $6.0 million in

cash. - The Company recorded a gain on sale of assets of $5.5 million during the first quarter of 2005. Under a TBA that '
commenced on December 12, 2004, the Company received a time brokerage fee of less than $0.1 million for the year ended

. December 31, 2005. The Company believes that the elimination of this station did not alter the competitive position of the

seven stations the Company continues to operate in this market,
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Other Events

Boston, Massachusetts -

On August 23, 2005, the Company entered into a multi-year agreement with the Boston Celtics, an NBA team,
effective with the start of the 2005/2006 season, to broadcast and produce games, including related programmmg and
promotional events, and to sell advertising time.

Seattle, Washington

On January 18, 2005, the Company restructured its agreement with the Seattle Seahawks, a National Football League
football team, effective with the start of the 2005 season. Under the restructured agreement, the Company agreed to continue
to broadcast the games, but does not sell the advertising time or produce the games. .

Portland, Oregon

On December 18, 2003, in connection with an acquisition from Fisher Communications, Inc. (“Fisher”), the Company
acquired a transmitter site-that was contaminated with low levels of pesticide residue in the soil and trace amounts of pesticide -
residue in the shallow ground water. In January 2005, the Company, received confirmation of the state’s notice to Fisher that
remediation was not required at this site. As a result of the state’s notice to Fisher, the Company authorized the release of $1.0
million in escrow that was recorded on the Company’s balance sheet as station deposits under deferred charges and other assets
and reduced, by $1.0 million, accrued expenses recorded under current liabilities i in the balance sheet for the remaining amount
due to Fisher.

Acquisitions For The Year Ended December 31,2004
lndlanapolls, Indiana -

, On September 3, 2004, the Company acquired ithe assets of WTPI-FM, WXNT-AM and WZPL FM, servmg the
Indianapolis, Indiana, radio market, for $73.5 million in cash, of which $5.0 million was paid to the seller as a deposit on April
22, 2004. The Company did not own, prior to this purchase, any other radio stations in this market. The source of the funds
used to complete this transaction was as follows; (1} $68.5 million was paid from funds borrowed under the Company’s senior
bank facility; and (2) $5.0 million was paid from the April 22, 2004 deposit. The Company recorded $6.3 million of goodwill,
which amount is fully deductible for income tax purposes. The Company had commenced operation of these stations under a
TBA on June 1, 2004. The net revenues, station operating expenses and TBA fees associated with operating these stations were
included in the consolidated financial statements for the year ended Decémber 31, 2004. The Company believes that the entry
by the Company into this new market provided: (a) an opportunity to increase the market share of the Indianapolis radio
stations; (b) an improvement in the Company’s geographical diversity; and (¢) an improvement in the Company’s ability to
compete more effectively on a national basis.

Providence, Rhode Island

On June 15, 2004, the Company acquired the assets of WWRX-FM (in April 2004, the call letters were changed to
WEEI-FM), serving the Providence,.Rhode Island, radio market, for a purchase price of $14.6 million in cash, of which $1.0
million was paid as a deposit on March 22, 2004. The source of the funds used to complete this transaction was as follows: (1)
$13.6 million was paid from funds borrowed under the Company’s senior bank facility; and (2) $1.0 million was pald from the
March 22, 2004 deposit. The Company recorded $0.2 million of goodwill, which amount is fully deductible for income tax
purposes. On April 16, 2004, the Company commenced operattons of this station under a TBA and began simulcasting most of
the programming of one of the Company’s radio Stations in Boston, WEEI-AM. The net revenues, station operating expenses
and TBA fees associated with operating this station under a TBA were included in the consolidated financial statements for the
year ended December 31, 2004, The proximity of this market to the stations that the Company curremly operates in the Boston
radio market has allowed for certain synergies in programming, sales and administration.
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Buffalo, New York

§
On May 5, 2004, the Company acquired, under a Federal Bankruptcy Court ordered sale, the assets of WNSA-FM (in
May 2004, the call letters were changed to WLKK-FM), serving the Buffalo, New York, radio market. The purchase price was
$10.5 million in cash, of which $0.9 million was pald as a deposit on March 5, 2004. The source of the funds used to complete
this transaction was as follows: (1) $5.6 million was paid from cash on hand; (2) $4.0 million was paid from funds borrowed
under the Company's senior bank facility; and (3) $0.9 million was paid from the March 5, 2004 deposit. The Company
recorded $0.1 million of goodwill, which amount is fully deductible for income-tax purposes The fair values assigned to the
assets acquired -did not include a value for advertiser lists, customer relationships or acquired advertising contracts as no
advertising contracts were transferred, no employees were hired, and the Company changed the format of the station. With this
acqulsmon the Company owns seven radio stations servmg the Buffalo, New York, radio market. '

Other .
Kansas City, Kansas

On December 21, 2004, the Company completed the purchase of a building in the amount of $3.1 million. The
building was used for the purpose of consolidating the studio and office facilities in one of the Company’s radio markets. The
Company’s consolidated capital expenditures in 2006 and 2005 were $13.7 million and $12.7 million, respectively, of which -
significant amounts, "or approx1mately $5.4 mllllon and $4.7 million, respectlvely, were related to the completion of this
project. ' -

Supplemental Pro Forma Information

The following supplemental pro forma information presents the consolidated results of operations as if any
acquisitions which occurred during the period of January 1, 2005 through December 31, 2006 had all occurred as of the
* beginning of each period presented, after giving effect to certain adjustments, including depreuauon and amortization of assets
and interest expense on any debt incurred to fund the acquisitions which would have been incurred had such acquisitions
occurred as of January 1, 2005. For purposes of this presentation, the data does not refiect on a pro forma basis: (1) dispositions
of radio stations; and (2) acqmsmons and dispositions of certain contracts or joint sales agreements. These unaudited pro forma
results have been prepared for comparatwe purposes only and do not purport to be indicative of what would have occurred had
the acqulsmons been made as of that date or results which may occur in the future.

Years Ended December 31,
2006 2005

—
(amounts in thousands, except per
share data)

Pro Forma Pro Forma
Net revenues $ 446,485 3 438,201
Net income $ 47,019 $ 77,118
Net income per common share - basic $ _1.18 B - 1.67
Net income per common share - diluted $ .17 $ 1.67

5. . INVESTMENTS

The Company’él investment strategy is to seek long-term strategic investments to enhance its core business. The
investments, noted in the table below, are comprised primarily of equity securities for which the Company does not have the
ability to exercise significant influence over the operating and financial policies of the ‘investee. These investments are "
classified as ‘available-for-sale and are carried. at fair value based upon quoted market prices or historical cost when quoted
.market prices are unavailable. The net unrealized gain (net of tax provision), or loss (net of tax benefit) on these investments, is
reported in the statements of comprehensive income and as a separate component of shareholders’ equity. Any net realized
gains or losses are reported in the statements of operatlons When the Company has determined that the value of the investment
is other than temporarily impaired, the Company recognizes, through the statement of operations, a loss on investments. Under .
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certain circumstances, the Company-could be limited in the amount of future investments under its existing senior debt (see
Note 8) K . e, oo : ‘

The followmg table summanzes the activities of the Company’s mvestments for the years ended December 31, 2006
2005 and 2004

Investments
i . " (amounts in
' ! ‘t_]ioliSan_ds)

. Balance as of December 3 1, 2003 12,329 - - . : " )
Additional investment . 122 - )
Recovery of investment . - (456}

Fair value or cost adjustments - ) © 296
Balance as of December 31, 2004 : 12,291 '
. Additional investment ) _76-
Recovery of investment ) . ] 14 . - . .
- Divestiture of investment (3,209 -. - e
" Fair value or cost adjustments . e (2,893) . - .. . R .
Balance as of December 31, 2005 ' 6,251 i
Addmonal investment t . 50
Recovery of i mvestment - ‘ : {29)
Fair value or cost adjustments (1,405)
Balance as of December 31, 2006 - L $ 4,867
F_ar'The Year Ended December 31, 2006 ., e
The Company recorded ‘an unrealized ]oss of $0.9 “million {net of an income tax beneﬁt of $0. 5 mllhon) in the statements of

comprehensive income. For those’ investments cafried at cost, the fair value was not esttmated as no events or c:rcumstances
arose that would indicate a change in the fair value of the mvestment : L o

“+

For The Year Ended December 3!, 2005

’:a

| ., The Company.recorded a reallzed gain of $2.8 million in the statements of operations under net gain on investments;
-*,of which $2.8 million was reflected as an-unrealized loss in the statements of comprehensive income related to this'realized -
T gain. The Company recorded an unrealized $1.8 million‘loss (net of an income tax benefit of $1.1 million} in the statements of
‘comprehensive income. For those investments carried at cost, the fair value was not estimated as no events or cnrcumstances :
.arose that would indicate a change in the fair value of the investment. ’ _ B

For The Year Ended December 31, 2004 E

. The Company recorded a realized 10ss of $0.2 million in the statements.of operations-under net loss on investments, of
Wthh $0 2 million was reflected as an unrealized gain in the statements of eomprehenswe income related to-this realized, loss :
. The Company- recorded an unrealized $0.3 million gain (net of an income tax provision of $0.2 mllhon) in the statements of
comprehenswe income.

Unrealized Ggir_rs And Losses As Of December 31, 2006
The f‘ollowing chart reflects the aggregate related fair value of investments as of December 31, 2006 with unrealized

gains and/or losses that were segregated by the time period over which the investments were in an unreahzed gains and/or
"losses position, including those cost method investments not evaluated for impairment:

67

-y



December 31,2006 - -

_(amounts in thousands)

‘ Aggregate Fair Value of Investments

Total Wlth Unrealized Gains and/or Losses
Aggregate Unrealized Gains .. Unrealized (Losses)
Fair Valueof ~ Less Than ™ 1year Less Than 1 year

. ) Investments 1 Year or Greater 1 Year or Greater
Investments carried at fair value - $ 3,370 , % = $ . 1,608 § (1,405) 8 -
‘Investments at cost where fair valuc was not ¢stimated 1,497 - - ' C- -
Investments reflected nx}_der the equity method - - - - - -

R : R 4867 § - % 1,608 § - .. (1,405) § -
Unrealized Gains And Losses As Of December 31, 2005 o i S .

>

| The followmg chart reflects the aggregate related fair value of investments as of December 31, 2005 with unrealized
| gains ‘and/or losses that were segregated by the’ time period over which the investments were in an unrealized gains and/or
- ) losses posmon including those cost method investments not evaluated for impairment: - a

. ’ e : ] - . ‘ . o i

December 31, 2005

{(amounts in thousands) .

- - ' ) - ] - Aggregate Fair Value oi'-ini'estments

. : R o ‘ Total - With Unrealized Gains andior Losses .

: ' ’ ' Aggregate __ Unrealized Losses 'Y= Unrealized Gains - -

i Fair Value of . Less Than - 1 year Less Than : , Lyear

!J' PPN ’ o - J: ’ lnvestrnents - 1Year " or Greater I 1 Year or Greater.

i . Investmentgca_'rﬁed at fair value: L 3 I4,775__~ .8 _ - 8 'at,S,‘Ol $ (2 893) $ - - -
! ‘Investments at cost where fair value was not estimated 1,476 - ) - T Lo
3 Investments reflected under the equity method: ;- - - R L - -
R 4 coa. 8§ 0 6251 8. - § . 450F .8 . (2,893) § -
| N v . .

-~ . !
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6. DEFERRED CHARGES AND OTHER ASSETS _ I PRSI Ve .
Deferred charges and other assets, mcludmg deﬁmte 11vecl mtanglble assets, consist of the followmg
. "~ . December 31, : C 1

© 20067 2005 Period of Amortization
(amounts in thousands) '

e

L % . " s L. -
. Debt issuance costs less accumulated amortization'of $4,840

‘in 2006 and $3,500 in 2005 . - $ 5786 3 6,165 Term of Debt
Advertiser lists and customer relatlonshlps less accumulated ' )
amortization of $518 in 2006 and $438 i in 2005 .15 95 _ 3 years
Acqu1red advertising contracts less accumulated amortization . .'.‘ . .
of §3,078 in 2006 and 2005 . - - Less than one year
Software costs less accumutated amortization of $5,096 ce S : .t ‘
in 2006 and $4,662 in 2005 . - o 689 - 631 e 3 years
Deferred contracts and other agreements less accumulated - . . ) \
amortrzatlon of $472 in 2006 and $316 in 2005 ' ‘ : 292 459 .. Term of contracts
Leasehold premium less accumulated amortization of $773 .
" in 2006 and $686 in 2005 : R N 534 622 * Term of Lease
‘Permits, patents and trademarks less accumulated . o
amortization of $3 in 2006 9. . . Syears
Note recelvable - long term . o = .22 o 7? .~ Less than 9 years
Station deposns and acquisition costs L .- .5990 . .. 4736 ¥ Not apphcable .
v : ) " i . . . 8. 13387 §. 12,987'

'i-' i f N . ALY : LRI i L ot . '.1-: . ! ' - . . s

+. o The-amount of the amomzanon expense for deferred charges and other assets, including amortization expense of _ -

deﬁmte lived intangible assets as discussed in Note '3,and deferred financing expense, were $2.1 million, $3.0 million and $2.5
mllllOI‘l for- the years ended December 31, 2006 2005 and 2004; respectively.: Amortization expense includes the amortization

of Computer software costs with an amortlzatlon penod of three-years:. Thé amortization of software costs was $0.4 million,. _

$0.6 million*and $0.6 million for.the years, ended:December 31, 2006, 2005 and'2004, respectlvely The amortization of
deferred f'lnancmg costs was charged to interest expense : for all penods presented - e e
A S R - ' " Tt o e,
"The following table presents the Company’s estlmate of amortization expense for each of the five succeeding years
ended December 31, for deferred charges and other assets: . T B

- ' {amounts in - it

Years ending December 31, T .- thousands) -

Co2007 0 . S - $. 223

. 2008, . . : 1,967

C 2009 - ' P ' 1,278

" 2010 433
2011 41z
Thereafter . i R B | :
+ Total N . 8 136
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7. INCOME TAXES

Expected Income Tax Rate

_ Income tax expense computed usmg the United States federal statutory’ rates is reconc1led to the reported income tax,

prowsmns as follows: ., 1

Years Ended Deeember 31,

Federal statutory income tax rate

Computed tax expense at federal statutory rates
on income before income taxes | $

State income taxes, net of federal benefit

Nondeductiblé expenses and other

Income tax provision $

2006 2005 2004
(amounts in thousands) A
. . ' L *
35% 35% 35%
29,287 5 44,655 $ 43,233
3,636 4,354 ! 4,281
2,772 215 375
35,695 $ 49,224 % 47,889

Effecﬁve Tax Rate

The Company s tax rate for the years ended December 31, 2006, 2005 and 2004, including the effect of permanent
differences between.income subject to income tax for book and tax purposes, was 42.7%, 38.6% and 38.8%, respectively. The'
tax rate increased primarily due to: (i).the impact of limitations on deductibility for tax purposes.of certain expenses recorded
as a reserve for an investigation by the FCC; (n) the 1mpact of limitations on deductlblllry for tax purposes of share-based:
compensation for certain key employees; (iii) an increase in tax contingencies; and (iv) an increase in a valuation allowance for
“a deferred tax asset resulting from. share-based compensation. The fluctuations in the effective annual rate for these years wast
also due to: (1) changes in the level of income in any of the Company’s taxing jurisdictions; (2) changes in the statutes and
rules applicable to taxable income in the jurisdictions in which we operate; (3) changes in the expected outcome of tax-audits;
{4) changes in the estiniate of expenses that are not deductible:for tax:purposes; (5) additionial states in- which the Company
conducts business: and (6) changes in the deferred tax valuation allowance The Company s effective tax rate is highef than the "
federal statutory rate as'a result of the inclusion of state taxes in the income tax provision. - :

) L "
C .

_Income Tax Expense

" 'Income tax expense is summarized as follows:

[ . .-

» Years Ended December 31,

2006 2005 2004
) ‘(amounts in thousands) -
Current: .
Federal : $ (486) § 11,049 8 8,574
State : 206 789 612 :
. Total current (280) 11,838 9,186
Deferred:
Federal 32,452 33,812 35,003
 State 3,523 3,574 3,700
" Total deferred 35,975 37,386 38,703
" Total income taxes ) : $ 35,695 5 49224 b 47,889
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Deferred Tax Assets And Deferred Tax Liabilities

The income tax accounting process, to determine the deferred tax assets and deferred tax 11ab111t|es mvolves .

estimating all temporary differences between the tax and financial reportmg bases of the Company’s assets and liabilities based

- on ‘énacted tax laws and statutory’tax rates applicable, to the period-in ‘which the différences are expected to affect taxable

- income. The Company estimated the current exposure by assessing the temporary difterences and computing the provision for
or benefit from income taxes by applying the estimated annual effective tax rate to income or loss. The tax effects of significant
temporary differences that comprise the net deferred tax assets and llabllmes are as follows: o .
December 31,
2006 2005

" (amounts in thousands)
Current deferred tax assets (liabilities): .
- Employee benefits $ 1,650 *§ 1,585

1 * - Provision for doubtful accounts ' 1168 " 1,360 .
Deferred income : 481 _led ) i
Other 84 (107) : .
Total net current deferred tax agsets . 3,383 3,002 T : .

N0n~current deferred tax assets (liabilities).

!, Property and equ1pment and intangibles (234,781) ) (196,496)
.Share “based compensatlon 2332 1,127 )
lnvestments < |mpa|rments ' ‘ 1,952 - l 995 ‘ )
" Lease rental obligations _ 998" .~ - 931 ;
~ Deferred compensation plan 7 721 S 44
 Déferred income | o . 124 137 ‘
[nvestments - unrealized gains . . - (78) ) (622) .
Derivative financial instruments 81 ‘, 264
Other - . 291 . 107
‘Total gross non-current deferred tax llabllltles ' (228,360) o (192,133)
Valuation allowance - (845) . . {650) - ‘ .
Total net non-current deferred tax liabilities {229,205) (192,783)
Net non-current deferred tax liabilities $  (225,822) $ (189:78 1)

Deferred Tax Assets Valuation Allowance . "

As required under the provisi.dr'is of SFAS No. 109; the Company establishes a valuation allowarice if it is more likely -

than not that some portion or all of the deferred tax assets will not be realized. In assessing a valuation allowance for deferred
tax assets, the Company estimates flture taxable income and provides a valuation allowance when it is less likely to be
recovered. Future taxable income could be materlally different than amounts estimated, in which case the valuation allowance
would be adjusted.

As of December 31, 2006, the Company had net non-current deferred tax liabilities of $229.2 million, which mcluded
a $2.0 million non-current deferred tax asset from investments as a result of cumulative impairments for financial statement

purposes of certain investments. The Company recorded a partial valuation allowance of $0.8 million, which was pnmanly due

to: (1) the five-year limitation for tax purposes of recognizing a loss on these investments for federal and state income taxes, as

only investment gains can be used to offset these losses; and (2) a limitation on the ability of the Company to realize a tax

benefit for certain out-of-the-money stock options that might never be exercised. At December 31, 2006 and 2005, the
Company recorded a valuation allowance of $0.8 million and $0.7 million, respectively.
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The following table presents the changes in the deferred tax asset valuation allowance for the years ended December
31, 2006, 2005 and 2004: :

(amounts in thousands) L i

_ Additions ' o
Balance at Chargedto -+ Deductions: ° Balance at
L o Beginning Costsand - From - " Endof e
Deferred Tax Asset Valuation Allowance Year - Expenses Reserves Year R
December 31,2006 3 650 $ 195 $ - 845
December 31, 2005 650 - - 650

DecemberBl 2004 C ! 650 - - 650

Based upon the years in which taxable temporary dlfferences are anticipated to reverse, at December 31, 2006‘
management believes it-is more hkely_ than not that the Company will realize the benefits of the deductible differences.
- Accordingly, the Company believes that no additional valuation allowances are requiréd for the current and deferred tax assets‘ :

. .as, ofDecember 31, 2006 N

f’ ederal And State Im;ome Tax Audirs

The Company-is subject to various federal and state income tax audits from time to time that could result in proposed
assessments. The Company cannot predict with certainty how these audits will be resolved and whether the Company will be
required to make additional tax payments, which may or may not include penalties and interest. Management believes that the
Company has provnded sufficient tax provisions for tax periods within the statutory period of limitations not previously audited
and that are potefitially open for examination by the taxing authorities. Potential liabilities associated with these years will be

" resolved when an event occurs to warrant closure, primarily through the completion of audits by the taxing jurisdictions. To'the
- extent audits or other events result in a material ad_lustment to the accrued estimates, the effect would bé récognized during the

period of the event. There can be no assurance, however, that the ultimate outcome of audits will not have a material adverse
. impact on the Company ] ﬁnancnal position, results of operatlons or cash flows. :

See Note 2, Slgmﬁcant Accounting Policies — Recent Accounting Pronouncements, for a discussion of the Company’s
evaluation of the effect upon adoption on January 1, 2007 of FIN 48 on the Company s financial posmon results of operatlons
or cash flows. :

8. - LONG-TERM DEBT

' Long-term debt was comprised of the following at Decemlber 31, 2006 and 2005:

.

December 31,
2006 2005
(amounts in thousands)

Bank Revolver, due August 12, 2009 (A) $ 526000 8 427,000 F

Senior Subordinated Notes, due March 1, 2014 (B) 150,000 150,000 n

Other B 239 259

' Total = 676,239 577,259

Aniounts due within one year ' ' 2% (19 o

Total long-term debt $ 676219 § 577240 ‘
"(A) Senior Debt -

‘Bank Revolver

On December 8, 2006, the Company entered into a second amendment to its bank credit agreement (the “Bank

‘ Revolver ’) with a syndicate of banks that primarily provided for: (1) a modification to one of the Bank Revolver’s restrictive
covenants that increased the maximum permitted Total Debt to Operating Cash Flow; and (2) an increase in the Bank Revolver
to $900.0 million from $800.0 million. The Company reviewed the unamortized deferred financing costs to determine the
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amount subject to extinguishment under the provisions of EITF No. 98-14, “Debtor's Accounting for Changes in Line-of

Credit or Revolving-Debt Arrangements.” In accordance with this guidance for debt modification, the Company will amortize
the following costs over the remaining life'of the Bank Revolver: (a) unamortized deferred financing expenses as of the date of
the amendment of $2.6 million; and (b) financing costs of $0.7 million in connection with the second amendment.

On September 22, 2006, the Company entered into a first amendment to its Bank Revolver with a syndicate of banks
that provided for the elimination of a restrictive covenant that would have required the Company to enter into certain interest
rate transactions 10 hedge a portion of its variable rate debt. ‘

On August 12, 2004, the Company entered into a bank credit agreement with a syndicate of banks for a five-year -

senior secured revolving credit facility of $800.0 million. The Company used $271.0 million from the Bank Revolver to pay al
of the outstanding debt under the Company’s former senior credit facility (the “Bank Facility”’). The Company uses the Bank
Revolver to: (1) provide for working capital; and-(2) provide for general corporate purposes, including capital expenditures,

and any or all of the following: repurchases of Class A Common Stock, dividends and acquisitions. Under certain'.

- circumstances, the Company could be limited in the amount of future investments under its existing senior debt (see Note 5).
The Bank Revolver is secured by a pledge of 100% of the capital stock and other equity interest in all of the Company’s 100%
owned subsidiaries (see Note 12, Guarantor Financial Information). The Bank Revolver requires the Company to comply with

" certain financial covenants.and leverage ratios which are defined terms within the agreement, including: (1) Total Debt to

Operating Cash Flow; (2) Operating Cash Flow to Interest Expense; and (3) Operating Cash Flow to Fixed Charges. Upon the

occurrence of certain events, the Company’s borrowing costs can increase to a maximum of: (a) the Eurodollar rate plus

1.50%; or (b) the greater of the prime rate plus 0.5% or the federal funds rate plus 1.0%. The interest payable on the Eurodollar

rate is payable at the end of the selected duration. The Company also pays a commitment fee that varies depending on certain-

financial covenants and the amount of the-unused commitment, to a maximum of 0.375% per annum, on the average unused
balance of the Bank Revolver. As of December 31, 2006, the Company had $526.0 million outstanding, as well as a $0.8
million Letter of Credit, under the Bank Revolver. Subject to covenant compliance at the time of each borrowing, the amount
available under the Bank Revolver as of December 31, 2006 was $373.2 million. Management believes that the Company was
in compliance with all financial covenants and leverage ratios and all other terms of the Bank Revolver. Any borrowings
necessary to consummate closing on any pending transactions as described under Note 11, Commitments and Contingencies, is
conditioned on compliance under the Bank Revolver at the time of closing.

The weighted average interest rate under the senior debt at December 31, 2006 and 2003, before taking into account
the subsequent year’s impact of the Company’s outstanding derivative interest rate instrument, was 6.5% and 5.1%,
respectively.

Deferred Financing Expenses

At such time as when the Company amends, appends or replaces in part or in full, its credit agreement, the Company
reviews its unamortized financing costs to determine the amount subject to extinguishment under the provisions of EITF No.
98-14 (see Note 2, Significant Accounting Policies — Recent Accounting Pronouncéments, Extinguishment of Debt).

In connection with the second amendment to the Bank Revolver on December 8, 2006, the Company recorded $0.7
million as deferred financing costs that will be amortized over the remaining term of the Bank Revolver as interest expense.

In connection with the replacement of the Bank Facility with the Bank Revolver on August 12, 2004, the Company:
(1) recorded $1.4 million of the Bank Facility’s unamortized deferred financing costs as a loss on extinguishment of debt to the
statemnent of operations for the year ended December 31, 2004; (2) deferred $0.5 million of the Bank Facility’s unamortized
deferred financing expenses that are amortized over the life of the Bank Revolver; and (3) recorded $4.2 million of deferred
financing expenses related to the Bank Revolver that are amortized over the life of the Bank Revolver.

(B) Senior Subordinated Notes
On March 5, 2002, the Company issued $150.0 million of 7.625% Senior Subordinated Notes (the “Notes™) due
March 1,°2014 and received net proceeds of $145.7 million. There was approximately $4.3 million in deferred offering costs

recorded in connection with the sale, which are amortized to interést expense over the life of the Notes using the effective
interest rate method.
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Interest on the Notes, which are in denominations of $1,000 each, accrues at the rate of 7.625% per annum and i is
payable semi-annually in arrears.on March 1 and September 1.-The Company may redeem the Notes on and after March 1,
2007 at an initial redemption price of 103.813% of their principal amount plus accrued interest. The Notes are unsecured and
rank junior to the Company’s senior indebtedness. In addition’to the parent, Entercom Communications Corp., all of the
Company’s other subsidiaries have fully and unconditionally guaranteed jointly and severally these Notes (“Subsidiary
Guarantors™) (see Note 12, Guarantor Financial Information). Under certain covenants, the Subsidiary Guarantors are restricted
from paying dividends or distributions iri excess of amounts defined under the Notes,’ and the Subsidiary Guarantors cannot

incur additional mdebtedness under certain restrictive covenants.
) lnterest Rate Transactions

The Company enters into interest rate transactions with different banks to diversify its risk associated with interest rate
fluctuations against the variable rate debt under the Bank Revolver as discussed in Note (A} above and to comply with certain
covenants under the' Bank Revolver. These transactions: are accounted for in accordance with SFAS No. 133, as amended and
interpreted (see Note 9). Under these-transactions, the Company agrees with other parties to exchange, at specified intervals,
the difference between.fixed rate and floating rate. interest amounts calculated by reference to an agreed notional principal
amount against the variable debt..As of December 31, 2006, the Company had an interest rate transaction outstanding that was
entered into in February-1998 with a notional amount of $30.0 million and an 1n1t|a1 term of 10 years which effectwely ﬁxes
the interést ata rate ‘'of 5.8% on borrowmgs equal to the total notional amount. ;

(D) Aggregate Prmclpal Maturities

Aggregate prmmpal maturities on the Company’s outstanding debt are as follows

N {(amounts in . . i
Years ending December 31; - T ' thausands) ‘
2007 3 20 ' v _
2008 - . - : 22 - - '
2009 : 526,024 . ' S ' '
2010 25
2011 ' 27
Thereaﬁer . L. ' 150,121

. Total $ 676,239

{E) Outstanding Letters Of Credit

The Company is required to maintain a letter of credit, Ijrimarily in connection with insurance coverage as described
in Note 11, As of December 31, 2006, the amount of the outstanding letter of credit was $0.8 million,

9. + " DERIVATIVE AND HEDGING ACTIVITIES

l Periodically, the Company enters into derivative financial instruments, including interest rate exchange agreements
(**Swaps”) and interest rate collar agreements (“Collars™) to manage its exposure to fluctuations in interest rates as required
under the Company s Bank Revolver (see Note 8). Under a-Swap, the Company pays a fixed rate on the notional amount to a
bank, and the bank pays to the Company a variable rate on the notional amount.equal to a base LIBOR rate. A Collar:
establishes two separate agreements: an upper limit or “cap” for the base LIBOR rate and a lower limit or “floor” for the base
LIBOR rate. . e

Accounting For Derivarive Instruments And Hedging Activities

‘ Under the provisions of SFAS No. 133, as amended and interpreted, the Company recognizes at fair value all
derivatives, whether desxgnated in hedging relationships or not, in the balance sheet as either an asset or liability. The
accounting for changes in the fair value of a derivative, including certain derivative instruments embedded in other contracts,

depends on the intended use of the derivative and the resulting designation. If the derivative is designated as a fair value hedge,
the changes in the fair value of the derivative and the hedged item are recognized in the statement of operations.’ If the
derivative is designated as a cash flow hedge, changes in the fair value of the derivative are recorded in other comprehensive.
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- income and are recogmzed in the statement of operations when the hedged 1tem affects net income: If a derlvatlve does not

- qualify as a hedge, it is marked to fair value through the statement of 0perat10n§ " Any fees associated with these derivatives are’
*  amortized over their term.” Under these derivatives, the differentials to be recéived or. pald are recognized as an adjustment to

interest expense over the life of the contract. Gains and losses on termination of these instruments are recogmzed as interest
expense when terminated.

SFAS No. 133 defines requi_rements for designation and documentation of hedging relationships,.as well as on-going *

effectiveness assessments, in order to use hedge accounting under this standard: The Company formally documerts all’
relationships between hedging instruments and hedged items, as well as its risk-management objective .and strategy . for

undertaking various hedge transactions. This process includes relating all derivatives that are designated as fair value or cash

flow hedges to specific assets and liabilities on the balance sheet or to specific firm commitments or forecasted transactions.
The Company’s derivative activities, all of which are for purposes other than trading, are initiated within the guidelines of
corporate risk-management policies. Management reviews the correlation and effectiveness of its derivatives on a periodic
basis. ' ' o :

Non-Hedge Accounting Treatment

. Dunng the years ended and as of December 31, 2006, 2005 and 2004, the Company had a denvallve outstanding with
a notional amount of $30.0 million that did not qualify for hedge accounting treatment. For the years ended December 31,

.. 2006, 2005 and 2004, the Company recorded to the statement of operations a $0.4 million gain, $1.3 million gain and $1.2-

million gain, respectively, under net-gain on derivative instruments. In addition, the Company has reflected these amounts in
the consolidated statement of cash flows under net cash provided by operating activities. ' :

Hedge Accoummg Treatment

+ During the years ended December 31, 2006, 2005 and 2004, the Company had no derivatives that quahﬂed for hedge
accoummg treatment. :

10. . FAIR VALUE OF FINANCIAL INSTRUMENTS

The estimated falr value of financial mstrumenls is determined using the best avallable market mformalmn and

* appropriate valuation methodologies. Considerable judgment is necessary, however, in interpreting market data to develop the’

estimates of fair value. Accordingly, the estimates presented are not necessarily indicative of the amounts that the Company
could realize in a current market exchange or the value that ultimately will be realized upon maturity or disposition.

Additionally, because of the variety of valuation techniques permitted under SFAS No. 107,-“Disclosures About Fair:Valie of,
Financial Instruments,” comparability of fair values among entities may not.be meaningful. The use of different market
assumptions or estimation methodologies may have a material effect on.the estimated fair value amounts.

The following methods and assumptions were used to estimate the fair value of financial instruments for which it was
- practicable to estimate that value: . . R .

(a) Cash and cash equivalents, accounts receivable and accounts payable, including accrued liabilities: The carrying
amount of these assets and liabilitics approximates fair value because of the short maturity of these instruments.

(b) Bank Revolver; The amounts outstanding under the Bank Revolver bear interest at current market rates and the
_carryi'ng amounts approximate fair market value as of December 31, 2006 and 2005. - . -

4

(c) Interest rate swap: The fair value for the interest rate swap contract was estimated by obtaining quotations from

brokers. The fair value is an estimate of the amount that the Company would pay at the reporting date if the contracts were
transferred to another party or cancelled by either party. As of December 31, 2006 and 2005, the fair values of these contracts
were liabilities of $0 2 million and $0.7 million, respectlvely . : . »

(d) Investments Management believes that the carrylng amount of the investments approximates fair vaiue. L

(e) 7.625% Senior Subordmated Notes: The fair values of the Company’s 7 625% Senior Subordmated No(es as of
December 31, 2006 and 2005, were $150.4 million and $151.5 million, respectively, which were based on avallable market
prices. As of December 31, 2006 and 2005, the carrying values of the Notes were $150.0 million. - o :
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to () Outstandmg Letters of Credit; The Company had a letter of credit outstanding in the amount of $0.8 million and
$0.4 million as of December 31, 2006 and 2005, respectively, The Company does not believe it is practtcable to estimate the
fair value of these financial instruments and does not expect any material losses from the resolution since performance is not
likely to be requlred '

L ‘CONTINGENCIES AND COMMITMENTS

-

C ontmgenaes S

- The Company uses a combination of insurance and self insurance mechamsms to provide for the potential llabllmes
for workers’ compensation, general liability, property, director and officers’ liability, vehicle liability and employee health care
benefits. Liabilities associated with the risks that are retained by the Company are estimated, in part, by considering claims
experience, demographic factors, severity factors, outside expertise and other actuarial assumptions. Under one of these
policies, the Company is required to maintain a letter of credit in the amount of $0.8 million (as referred to in Note 8, Long-
Term Debt). | .

~ " On January 25, 2007, the family of a participant in a contest at one of the Company’s radio stations filed a wrongful
death suit in Sacramento County Superior Court against the Company and several present and former employees, alleging that
the defendants negligently, intentionally.or recklessly caused the death of the contestant in connection with a contest at the
Company’s radio station that involved. the drinking of water. The suit seeks compensatory damages and unspecified pumnve
damages. The Sacramento County Sheriff's Department and the FCC have also initiated investigations into this matter. The.
Company cannot comment at this time on the prospects for any outcome of these proceedings.

On March 8, 2006, the Office of the New York Attorney General (“NYAG™) filed an action in the Supreme Court of
the State of New York against the Company alleging that the Company engaged in deceptive acts and.practices in connection
with the airplay of current music. On December 19, 2006 the Court approved a settlement of this litigation. The Court did not
find and the Company did not admit any liability. As part of this settlement, the Company agreed to implement certain

. enhancements to the Company’s business practices and appoint a Compliance Officer to implement and monitor these-

practices. The enhancements agreed to in the settlement are similar to other NYAG settlements with other companies in the
media and record industries. The' Company also agreed to a payment.to a non- -profit organization to fund programs aimed at

- . music education and.appreciation and to reimburse the NYAG for legal expenses. In addition, the Company has responded to

inquiries by the FCC in connection with their investigation of sponsorship identification practices at several media companies.

" The Company has cooperated with this investigation. The Company has recorded a reserve for an investigation by the FCC into

sponsorship identification pracnces at several media companies. In connection with these matters the Company récorded an
€Xpense | of -$8.3 million in the Company’s consolidated statements of operatlons under corporate and - general and
administrative expenses for the year ended December 31, 2006, ‘

The FCC has engaged in vigorous enforcement against radio and TV broadcasters of FCC rules concerning the
broadcast of obscene, indecent or profane material. In addition, legislation has been adopted that enhances the FCC's
enforcement authority in this area by authorizing the imposition of substantially higher monetary forfeiture penalties and
increasing the exposure for license revocation and renewal proceedings for the broadcast of such programming. As a result,
the Company could face increased costs in the form of fines and a greater risk that the Company could lose any one or more of
its broadcasting licenses. In the past, the FCC has issued Notices of Apparent Liability or Forfeiture Orders with respect to
several of the Company’s stations proposing fines for certain programming which the FCC deemed to have been "indecent."
These cases have been or are being appealed. The FCC has also commenced several other investigations based on alleganons

received from the public that some of the Company’s stations have broadcast indecent programming. The Company has

cooperated in these investigations, which remain pending. The Company estimates that the imposition. of the proposed fines
would not materially lmpact the Company s financial posmon results of operatlons or cash ﬂows :

L r

The Company has filed, on-a timely basis, renewal apphcatlons for those radio stations for which thetr radlo
broadcasting licenses are subject to renewal with the Federal Communications Commission. Certain licenses were not renewed
prior to the renewal date, which is not unusual,>The Company continues to operate these radio stations under thetr existing
llcenses untll the hcenses are renewed.

Humcane Katrma and the subsequent flooding significantly affected the Company s six radio stations located in New
Orleans, Louisiana. As a result, for the year ended Decémber 31, 2005, the Company recorded as a separate line item under
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" operating expenses, $1.7 million of expenses related to a natural disaster. This amount was comprised of an increase to the
Company’s accounts receivable reserve and the abandonment of certain broadcasting facilities and equip_mént. The Company
recorded an insurance recovery receivable of $0.8 million as of December 31, 2006 as all contingencies related to this recovery
- were satisfied. Of the amount recorded, (1) $0.7 million was reflected as a reduction in station operating expenses in the
consolidated statements of operations for the year ended December 31, 2006; and (2) $0.7 million as an adjustment to
operating activities in the consolidated statements of cash flows for the year ended December 31, 2006, as the recovery was not
capital in nature. The Company expects to spend between $4.0 million and $5.0 million in capital expendltures over the next
six months to build a new studio and office facility and to strengthen certain of its transmitter facilities to better withstand
another event of this nature: The Company has had discussions with its insurance company concerning.its.property coverage.

The Company cannot determine at this time if any additional amount will.be recoverable under the Company’s insurance

pollc1es : o . : ‘ L o
. ;‘ , |\. - . "

. On May 19, 2003 the Company acqulred the assets of radio station KWOD-FM, Sacramcnto California, from Royce
lntemauonal Broadcasting Corporation {“Royce™) for a purchase price of $21.2 million ‘in cash. ‘This acquisition was
accomplished following extensive litigation. Although the Company successfully secured the assets of KWOD-FM through
court-ordered specific- performance of-the agreement; Royce has continued to appeal its case through the California judicial
system.- While the order granting specific: performance: and ordering the transfer of the station is final, the court’s
determination that the Company was entitled to $3.8 million.in damages as an;offset against the original $25.0 million purchase
price is subject to final adjustment and.is subject to appeal. The Company cannot determine the amount of time required for the
appeal process to be completed. The Company estimates that the impact of an unfavorable cutcome will not materially impact
the Company’s financial position, results of operations or cash flows. t

- . [ : i

The Company is subject to various outstandmg clalms that arose in the ordmary course of‘ business and to olher legal
proceedings. In the opinion of management, any potential liability of the Company that may arise out of or with respect to
these matters will not matenally adverse]y affect the financial position, results of operations or cash flows of the Company.
.Commnments o ‘ i "

The Company is commlttcd to invest $1.0 mllllon in an investment partnershlp fund focused on mlnorlty -owned
busmesses of which $0, 2 mllllon remains unfunded as of December 3l 2006, . .-

Rental expense is 1ncurred pr1nc1pa11y for office and broadcastmg fac1llt|es Rental expense dunng the years ended
December 31, 2006, 2005 and 2004 was approximately $9.9 million, $9.3 million and $9.3 million, respectlvely ,

The Company alse has various commitments under the following types of contracts: (1) operatmg leases (2) sports
programming; (3) on-air talent; (4) music royalty fees; and (5) other operating.contracts with aggregate :minimum annual
commitments as of December 31, 2006 as follows: : )

+

Operatiug Sports , . - On-Air ° Music Other

. . Leases. Programming - Talent - Royalty Fees«+ _ Contracts Total
' C ‘ Lo ‘(amounts in thousands) )

Years endlng December 31: . .
2007 3 10,947 - § 16457 § 31412 -8~ 7371 $ 6937 . $ 73124
2008 o “ 11,471 12,357 18,453 15,638 3,700 " 61,619
2009 9,681 13,000 8,322 - 3,048 34,051
20107 8,222 14,000 4,310 - 1,949 | 28481 .
2011 5418 15,000 2,484 - 1,455 © ' 24357
2012 through 2023 22,353 83,000 3,384 - 3,304 112,041

o $  68092. $§ 153814 § 68365 3 23009 $ 20393 § 333673

]

Pending Radio Station Exchanges, Acquisitions and Dispositions
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) Exchange Of A Radlo Statlon (Cmcmnatl, Ohlo}

_ _' Exchange Of Ravd_i.o.Stiations (Cin'cinnati,"()_hio; Seattle, Washington; San Francisco, California) oo

See Note 18, Subsequent Eyents, for a discussion of an exehange transaction that was entered into on January 17,
2007. S . ' '

1

., ]
¥ v

- On-October 31 2006, the Company entered into an agreement to exchange WGRR-FM, a radio station includéd i in the

- CBS-Radio Stations Inc. (“CBS”) acquisition noted below, for WSWD-FM and certain intellectual property of WYGY- FM,
. which is owned by a subsidiary of Cumulus Media Partners LLC (“Cumulus”). WSWD-FM, with a frequency of 94.9 on the

FM band, has had several recent call letter changes (in most recent order, formerly WYGY—FM and WPRV-FM). Each of the
stations incliided in the exchange, WGRR-FM and WSWD-FM, serves the Cincinnati, Ohio radio market. Concurrently with
entering into the asset exchange agreement the Company also entered into two time brokerage agreéments. Pursuant to these
TBAsS; * the' Company -commenced operations - of - WSWD-FM and Cumulus commenced operations of WGRR-FM

simultaneously on November.1, 2006 (the TBA ‘income and TBA fecs were equal in amount under the TBA agreements). The

Company cannot complete the sale of WGRR-FM to Cumulus until the Company has completed the acqunsmon of WGRR-FM
from CBS. The fair value of the assets acquired in exchange for the assets sold cannot be-determined at this time as it will.be
dependent on the results‘of an appraisal for WGRR-FM and WSWD-FM. The Company does not anticipate that cash will-be
required to complete this transaction: The Company anticipates that this transaction, which is subject to FCC approval, will
close in the second quarter of 2007. See Note-1 1 for a description of other transacnons related to this exchange '

' Pen_dmg Acqulsmon (Austm, Texas; Cm.emnatl, Ohio; and Memphls, Tennessee)

(£}

On Augnst 18, 2006, the Company entered into an asset purchase agreement with CBS to acquire the assets of elevén

~ radio stations serving the Memphis, Austin and Cincinnati radio markets for $220.0 million in cash. Concurrently with entering
. into the asset purchase agreement, the Company also entered into a Local Marketing Agreement (also known as a time
brokerage agreement or “TBA™), under the provisions of which the Company commenced operatlons ott November 1, 2006
(other than the radio station as described under Note 11 that Cumulus began operatmg on November 1, 2006 under a time,
. brokerage agreement -with the Company). During the period of .the TBA, the Company will ‘include net revenues, station

operating expenses and TBA fees associated with operating these stations in the Company’s consolidated financial statements.
This transaction, which is subject to approval by the FCC, is expected to close in early 2007. With the Austin-and Cmcmnat]

~ acquisitions, the _Company entered into two new radio markets. In Memphls the acqu1s1t|on of three radio stations from CBS

adds to the three radio stations that the Company currently owns and operates in l‘.hlS market. See Note |1 fora descnptlon of
other related transactlons .

L

Pen_ding’ Acquisition (Rochester, New York) :

1

On August 18, 2006, the Company entered into an asset purchase agreement with CBS to acquire the assets of four
radio stations serving the Rochester radio market for $42.0 million in cash. Under the Communications Act (“Act”), the FCC

imposes specific limits on the number of commercial radio stations an entity can own in a single market. Due to these -
< restrictions, the Company cannot own or operate more than five FM radio stations in this Tarket. In addition, the Company is
* required to meet certain requirements under the HSRA. As a result, the Company agreed to divest three FM radio stations.

Such divestiture must be approved by the U. 8. Department of Justice under the HSRA and by the FCC. Due to the requlrement
to divest stations, the Company cannot determine when closing will occur, Upen the divestiture of three radio $tations and the

‘expected closmg on the CBS transactmn the Company would own and operate five radlo statlons in the Rochester, New York
-market.. :

Pending Aci]uisitlon (Springfield, Massachisetts)

On February 10 2006, the Company entered into an asset purchase agreement to acquire the radio station assets of
WVEI-FM (formerly ‘WBEC-FM), serving the Springfield, Massachusetts radio market, for $5.8 million in cash, of which $0.3
million was paid as a deposit on February 10, 2006. On October 17, 2006, the Company entered into a TBA under the

. ‘provistons of which the Company paid a deposit of $1.5 millien and commenced 0perat10ns on October 26, 2006. The net

. revenues, station operatmg expenses and TBA fees associated with operating this station weére included in the Company’s

‘condensed consolidated financial statements for the year ended December 31, 2006. With the commencement of the TBA, the

Company began simulcasting the format of WEEI-AM (a radio station owned and operated by the Company in the Boston,

Massachusetts market) on WVEI-FM, thereby extending the WEEI-AM brand into a new market. Under the asset purchase
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agreement and the TBA, the Company did not assume any advertising contracts nor hire any employees. This transaction,
which is subject to approval by the Federal Communications Commission, is expected to close in the first half of 2007. The
Company does not currently own or operate any other radio stations in this market,

Pending Disposition of Land (Sacramento, California)

On April 7, 2004, the Company entered into an agreement to sell land at one of its Sacramento, California transmitter
sites for $10.5 million in cash, of which the buyer has paid $1.0 million to the Company .as a deposit. Under certain
circumstances, the deposit can be forfeited if the buyer defaults under the agreement. The Company expects to report a
substantial gain upon completion of this transaction. Closing on this transaction, which is not assured, is expected in 2007.

Guarantor Arrangements

: Under the provisions of F N 45, “Guarantor’s Accounting and Disclosure Reqwrements Sfor Guarantees, Inc!udmg
Indirect Guarantees of Indebtedness Of Others, an Interpretation of FASB Statements No. 5, 57, and 107 and Rescission of
FASB Interpretation No. 34,” the Company recognizes, at the inception of a guarantee, a liability for the fair value of the
obligation undertaken by issuing the guarantee The following is a summary of agreements that the Company has deten‘nmed 1s
within the scope of FIN 435.

The Company enters into indemnification agreements in the ordinary course of business. Under these agreements, the
Company indemnifies, holds harmless, and agrees to reimburse the indemnified party for losses.suffered or incurred by the
indemnified party. The maximum potential amount of future payments the Company could be required to make under these
indemnification agreements is unlimited. The Company believes the estimated fair value of these agreements is minimal,
Accordingly, the Company has not recorded liabilities for these agreements as of December 31, 2006,

o Under the Company’s Bank Revolver, the Company is required to reimburse lenders for any increased costs that they
‘may incur in an event of a change in law, rule or regulation resulting in their reduced returns from any change in capital
requirements. The Company cannot estimate the potential amount of any future payment under [hlS prov1510n nor can the
Company predlct if such an event will ever occur. :

“In connection with many of the Company’s acqulsmons the Company enters into time brokerage agreements or local
marketmg agreements for specified periods of time, usually six months or.less, whereby the Company indemnifies the owner
and operator of the radio station, their employees, agents and contractors. from liability, claims and damages arising from the
activities of operating the radio station under such agreements. The maximum potential amount of any future payments the
Company could be required to make. for any such previous indemnification obligations is indeterminable at this time. The
Company has not, however, previously incurred any significant costs to defend lawsuits or settle claims relating to any such
indemnification obligation.

12 'GUARANTOR FINANCIAL INFORMATION
Entercom Radlo LLC (“Radlo”) which is a 100% owned finance subsidiary of Entercom Communications Corp.,
holds the ownership interest in various subSIdlary companies that own the operating assets, mcludmg broadcasting licenses,
permits and authorizations, Radio is the borrower of: (1) the Company’s senior debt under the Bank Revolver described in
Note 8 (A); and (2) the Company s 7. 625% Senior Subordlnated Notes, described in Note 8 (B). Entercom Commumcatlons
Corp and each of its direct and-indirect 100% owned subsidiaries (other than Radio) is a guarantor of such debt. Separate
condensed consohdatmg financial information is not included as Entercom Communications Corp. does not have mdependem
assets or operations, Radio is a 100% owned finance subsidiary of Entercom Communications Corp., and all guarantees by
Entercom Communications Corp. and its subsidiaries are full and unconditional and joint and several.

Under the Bank Revolver, Radio is pemutted to make distributions to Entercom Communications Corp. in amounts
as defined, that are required to pay Entercom Communications Corp.’s reasonable overhead costs, including income taxes and
other costs associated with conducting the operations of Radio’s subsidiaries. Under the Company's 7.625% Senior
Subordinated Notes, Radio is perrmtted to make distributions to Entercom Communications Corp. in amounts, as defined, that
are required to pay Entercom Comrnumcatlons Corp.’s overhead costs and other costs associated with conducting the
operattons of Radio’s subsidiaries.
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13. SHAREHOLDERS’ EQUITY

& ampan y Share Repurchase Programs

The Company’s Board of Directors has authorized in the past, and may authorize in the-future, share repurchase
programs over a defined period of time. Any repurchases under these programs may be made in the open market, through block
trades or otherwise: Depending on market conditions and other factors, these repurchases may be commenced or suspended at
any time or from time to time without prier notice. All shares repurchased are lmmedlately restored to authorized but unissued

" status.

Under the repurchase programs identified below, for the years ended December 31, 2006 and 2005, 3.5 miilion shares
in the amount of $100.5 million at an average price of $28.98 and 5.8 million shares in the amount of $188.4 million at an

- average price of $32.51 were repurchased, respectively.

Bl

May 8, 2006 Program

On May 8, 2006, the Company announced that its Board of Directors approved a continuation of the Company’s share
repurchase program by authorizing an additional one-year share repurchase program of up to $100.0 million, with the amount
and timing of repurchases over the next year subject to the discretion of management, depending on market conditions and
other factors. Under this program, as of December 31, 2006, 0.2 miltion shares were repurchased in the amount of $4.8 million .
at an average price of $27.33 per share. ~ As of February 15, 2007, $95.2 million remained authorized as available for
repurchase. ' AR .

All Share Repurchase Prdgmms

Under the Company s previous share repurchase programs, during 2006, 2005 and 2004, the Company purchased an
aggregate of 12 I million shares in the amount of $400.0 mllllon at an average price of $33.07 per share,

'

Conversion of Class B Common Stock

Shares of Class B common stock :are transferable only to Joseph M. Field, David I. Field, certain of their family
members or trusts for any of their benefit. Upon any other transfer, shares of Class B common stock automatlcally convert into
shares of Class A common stock on a one- -for-one basis. : ‘

Durmg the year ended December 31, 2006, Joseph M. Field contributed 225,000 shares of Class B common stock to

‘charitable entities. Upon the transfer of the stock; the shares were automatically converted to shares of Class A common stock.’

Dividends

The following table presents a summary of the Company’s dividend activity, which commenced during the first
quarter of 2006:

{(amounts in millions, except per share data)

“wt .+ . Amount
' Per o . : Total
Declaration Common ‘Record Payment Amount
. Date = - Share " Date’ " Date " Paid
Feb_ri._la__ry 20,2006 . $ 0.38 March 14, 2006 March 30, 2006 5 154
May 16,2006 ~~  § 0.38 June 15, 2006 June 29, 2006 $ 15.0
September 5, 2006 5 0.38 September 15,2006 . September 29, 2006 "5 15.0
November 16 2006 $ ()..38'December 1, 2006 December 15, 2006 S 15.0

G_rants of restricted stock units made on and after April 6, 2006 included the rigbt, upon vesting, to receive a dividend
equivalent amount equal to the aggregate of all dividends which would have been paid on the restricted stock units. The -
dividend equivalentamount, accrued and unpaid on unvested restricted stock units, was $1.0 million as of December 31, 2006.

i
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14. EMPLOYEE SAVINGS AND BENEFIT PLANS ST - N
401(k) Savings Plan

The Company spounsors a 401(k) savings plan for the purpose of providing retirement benefits for substantially all
employees. Subject to certain eligibility requirements, the employees and the Company make contributions to the plan, with the
Company matching a portion of the employee’s contribution. The Company matches 50% of an eligible employee’s
contribution to the plan up to a maximum employer contribution of 3% of an employee’s compensation. The Company may, at
its discretion, reduce or suspend future matching contributions. The Company contributed approximately $1.9 million, $2.0
million and $1.8 million under the 401(k) plan for the years ended December 31, 2006, 20035 and 2004, respectively.

. Deferred Compensation Plans

In December 2005 and in December 2003, the Company's Board of Directors approved an unfunded deferred
compensation plan for the directors of the Company effective on January 1, 2006 and for a select group of the Company’s
management and highly compensated employees, respectively, with an opportunity to defer a portion of their fees for services
as directors and compensation as employees, respectively, on a tax-favored basis. The obligations by the Company to pay these
benefits under the plans represent unsecured general obligations that rank equally with the Company’s other unsecured and
unsubordinated indebtedness. As of December 31, 2006 and 2005, $1.9 million and $1.1 million, respectively, were deferred
under these plans and were included in other long-term liabilities in the consolidated balance sheets. For the year ended
December 31, 2006, the Company recorded $0.2 million as unfunded compensation expense in Corporate General and
Administrative Expense. For.the.years ended December 31, 2005 and 2004, the Company recorded amounts under $0. 1
million in each year as unfunded compensation expense in Corporate General and Administrative Expense. As of December
31, 2006, the Company also recorded a deferred tax asset of $0.7 million in connection with this liability, as the tax benefit of
the deferred tax asset is not realized for tax purposes until the liability is paid.

15. SHARE BASED COMPENSATION
Equity Compensation Plan

Under the Entercom Equlty Compensatmn Plan (the “Plan™), the Company is authorized to issue up to 10.0 million
shares of Class A common stock, which amount is increased by 1.5 million shares, or a lesser number as may be determined by
the Company’s Board of Directors, on January 1 of each subsequent year. As a result of the Company’s Option Exchange
Program (the “OEP™), as described below, the number of shares that can be issued under the Plan was effectively reduced by
3.6 million. [n addition, on November 16, 2006, the Company’s Board of Directors determined that no additional shares would
be added to the Plan on January 1, 2007. As of December 31, 2006, 2.5 million shares are available for future grant. The Plan
allows for key employees, directors and consultants to receive share-based compensation awards. The restricted stock units and
options that have been issued vest over periods of up to four years. The options expire ten years from the date of grant. The
Company issues new shares upon the exercise of stock options and the issuance of restricted stock (or restricted stock units).

On December 13, 2005, the Company accelerated the vesting of unvested “out-of-the-money” options with grant dates
prior to January 1, 2005 and with exercise prices above $29.27 per share, that were held by employees, officers and directors.
The primary purpose of accelerating the vesting was to avoid recognizing pretax stock-based compensation expense of $18.5
million in future periods under SFAS No. 123R for the subject options. The vesting of options to purchase approximately 2.1
million shares of the Company’s Class A common stock with exercise prices ranging from $31.67 per share to $57.15 per
share, with a weighted average exercise price of $42.56 per share, was accelerated, including options to purchase 645,831
shares held by the Company’s executive officers and options to purchase 38,750 shares held by the Company’s non-employee
directors. All other terms of the awards remain unchanged.

Adoption Of SFAS No. 123R

On January 1, 2006, the Company adopted SFAS No. 123R, as revised, “Share-Based Payment,” which requires the
measurement and recognition of compensation expense for all share-based payment awards made to employees and directors
including employee stock options and employee stock purchases based on estimated fair values. SFAS No. 123R supersedes
the Company’s previous accounting under APB Opmlon No. 25. In March 2005, the SEC issued SAB No. 107 relating to
SFAS No. 123R. The Company has applied the provisions of SAB No. 107 in its adoptlon of SFAS No. 123R.
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The Company determined its additional paid-in capital pool as of December 31, 2005 without the use of the transition
method allowed under, FSP No. FAS 123R-3, “Transition Election Related to Accounting for Tax Effects of Share-Based
Payment Award,” that was issued on November 10, 2005, The purpose of determining the additional paid-in capital pool was
to establish the excess tax benefits related to share-based payment awards that will be available to absorb tax deﬁcrencres

recogmzed subsequent to the adoptlon of SFAS No. 123R. ’

"

N SFAS No. 123R requires companres to estimate the fair value of share-based payment awards on the date of grant
usmg an option-pricing model. The value of ‘the portion -of the award that is ultimately expected to vest is recogmzed as
expense.over the requisite service periods in the Company’s consolidated statement of operatlons Prior to the adoption of
SFAS No. 123R, the Company, accounted for stock-based awards to emp]oyees and directors using the intrinsic value method
in accordance with APB Opinion No. 25 as allowed under SFAS No. 123. Under, the intrinsic value method, stock-based
‘compensation expense, was recognized in the Company’s consolidated statement of operations for: (1) stock options granted to
employees when the exercise price was less than the fair market value of the underlying stock at the date of grant; (2) for
certain holders of stock options where the exercise period was extended and (3) the granting of restricted stock units.

Stock-based compensation expense recognized in the Company’s condensed consolidated statement of operations for
the year ended December 31, 2006 included compensation expense for share-based payment awards granted subsequent to
December 31, 2005 based on the grant date fair value estimated in_accordance with the provisions of SFAS No. 123R and
compensation expense for share-based payment awards granted pl‘lOl’ to, but not yet vested as of, January 1, 2006 based on the
grant date fair value estimated in accordance with the provisions of SFAS No. 123. The Company used the straight-line single
option method for recognizing compensation expense under SFAS No. 123 and SFAS No. 123R. For the year ended December
31, 2006, stock-based compensatlon expense, which is based on awards ultimately expected to vest, was reduced for estimated
forfeitures. SFAS No .123R requires forfeitures to be estlmated at the time of grant and revised, if necessary, in subsequent
perlods if actual forfeitures differ from those estimates. Under the provisions of SFAS No. 123, for the periods prior to January
1, 2006, the Company accounted for forfeitures as they occurred.

2
The Company chose to use the modified prospective application implementation strategy. Aecordmgly, the financial

statements for the years ended December 31, 2005 and 2004 were not restated, but disclosure of the pro forma effect on net
-income for years ended December 31, 2005 and 2004, prior to adoption of SFAS No. 123R, is included in Note 2, Significant
Accounting Policies - Share-Based Compensation. ‘

.

* Options

* Valuation Model

The Company used the Black-Scholes option-pricing model method of valuation for share-based awards under the
provisions of SFAS No..123 for grants awarded prior to January |, 2006. The Company’s determination of the fair value of
share-based payment awards on the.date of grant using an option-pricing model is affected by the Company’s stock price as.
well as assumptions regarding a number of highly complex and subjective variables. These variables include, but are not
limited to, the Company’s expected stock price volatility over the term of the awards, and actual and projected employee stock
option exercise behaviors. Option-pricing models were developed for use in estimating the value of traded options that have no
vesting or hedging restrictions and are fully transferable. The Company’s stock options have certain characteristics that may be
- different from traded opt:ons and changes in the subjective assumptlons can affect the estimadted value

- YValuation Model Assumptions - . o .

The Company appliéd modification accounting under the provisions of SFAS No. 123R for those options subject to
the OEP as described below under Note 15, Share-Based Compensation - Option Exchange Program. It was not necesséry for
the Company to apply the option-pricing model method of valuation for share-based awards. issued under the provisions of
SFAS No. 123R as there were no. options granted during the year ended December 31, 2006,

The weighted average fair value of each option granted for the years ended December 31, 2005 and 2004 was $9.19
and $11.06, respectively (no options were issued during the year ended December 31, 2006). For the years ended December 31,
2005 and 2004, the fair value of each option grant was estimated on the date of grant using the Blaek-Scholes option-pricing
model with the following weighted average assumptions:
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o R L R

Years Ended December 31,

) 2005 2004
Expected life (years) 5 0+ 5
Expected volatility factor (%) 22 22to 24
Risk-free interest rate {%) : ST 4.0 30 to3.5

' Expected dividend yield (%) . . - o -

x -
The expected volatlhty was based on the historical volatlllty of the Company’s stock. The observation of the-volatility
‘was on a daily basis. In determining the expected term, the Company ‘used its historical share option exercise experience of
similar grants as the best estimate of future exercise patterns. The risk-free rate was consistent with the expected term of the
stock options and was based on the U.S. Treasury yield curve in effect at the time of the grant. The dividend yield assumption
was based on the Company’s history and expectation of dividend payouts.

Option Activity

For the-years ended December 31, 2005 and 2004, the Company 1ssued non- quahﬁed options to purchase 0.1 million. :
and 1.9 million shares of its Class A common stock at prices per share ranging from $28.67 to $35.05 and $31.67 to'$52. 99, t
respectively, of which all options were issued at market value at the date of grant The optlons vest overa four-year period and
exp1re ten years from the date of grant. '
. A .

" The total intrinsic value of options exercised was $49 thousand, $33 thousand and $1 374 thousand during lhe years
ended Decémber 31; 2006, 2005 and 2004, respectively. Cash recelved from stock optlon exercises for the years ‘erided
December 31, 2006, 2005 and 2004*was $540 thousand, $176 thousand and $3, 088 thousand respectively. The income tax
benefit from stock option exercises. for the years ended December 31, 2006 2005 and 2004 was $18 thousand $12° thousand

. _and $515 thousand respectively.

. The following table presents the option activity during the year ended December 31; 2006 under the Comipany’s stock
option plan: )

' . Aggregate
s . . Weighted- . Intrinsic
Weighted- Average Value
Average 'Remaining © Asof
. .Number of o ¢ JExercise, Contractual December 31,
' Options h Price Term 2006
Options outstandlng as of December 31, 2005 6,159,838 - I . 41,35
-Options exercised o (21,334) . 24.47
Options forfeited : ' ‘ (7,500) 33.61
. Options exchanged for restricted stock units ) 7 (3,828,893 - 4581
Options expired . (346,648) 4323
Outstanding as of December 31,2006 . 1955463  § 32.48 59" § 2,059,148
Options vested and expected 1o vest as of December 31, 2006 . 1,949,802 5. - .32.48 o <59 § 2,059,148
Options vested and exercisable as 6f December 31 , 2006 1,915,713 $ 32.47 58 § 2,059,148
Weighted average remainin'g recog'nition'period in years L 1.4 o ' '

As of December 31, 2006, $0. 3 million of accumulated unrecogmzed compensation costs related to unvested stock
options, nel of forfettures are expected to be recogmzed in future penods over,a we:ghted average penod of 1.4 years.
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The following table summarizes significant ranges of outstanding and exercisable options as of December 31, 2006:

‘ .
N v ']

Options Outstanding Options Exercisable
Number of Weighted ' Number of .

Options Average Weighted Options Weighted .

Outstanding Remaining . Average Exercisable Average

at Dec. 31, Contractual Exercise at Dec. 31, Exercise

Exercise Prices 2606 Life Price 2006 Price

$ 18.00 $ - 2250 Cor 232,659 21.-8° 20.18 232659 8. 20.18
£ 2775 $ 2775 - .. s - .459618 39§ . 2775 459,618 §. 27.75¢
£ - 2849 $ 3444 : 107,125 - 63 % 32.39 67,750 % 3215
$ 3505 $ 3505 - ' 952,250 79 § 3505 951,875 % +35.05
$ 3506 § 5205 203,811 53§ 4521 203,811 % 45.21
1,955,463 59 % 32.48 1915713 § 32.47

Restricted Stock Units

Based upon trends in long-term compensation structures and changes in accountin‘g treatment, the Company medified
its approach towards-equity compensation awards issued to its key employees by granting a combination of restricted stock
units with service conditions’ and restricted stock units with service and market conditions, in lieu.of stock options. The
adoption of SFAS No. 123R resulted in certain- changes to the Company’s accountmg for its restricted stock units. The fair
value of restricted stock units with service conditions is estimated based on the market value stock price on the date of the
grant, and the fair value of restricted stock units w1th service, and market conditions is ‘estimated using a lattice model as
described below.

Restricted Stock Units With Service And Market Conditions

During the year ended December 31, 2006, the Company issued to its executive officers 240,000 restricted stock units
with service and market conditions. These shares will vest based on the achievement of market conditions, which are specified
stock price appreciation milestones over a period of less than four years. Shares will vest if a particular milestone is reached
and maintained, based upon the closing price of the Company’s stock on the New York Stock Exchange for ten consecutive
trading days. The market condition allows for vesting of portions of the award as each milestone is reached.

Valuation Model For Restricted Stock Units With Service And Market Conditions

To determine the fair value of restricted stock units with service conditions and market conditions, the Company used
the Monte Carlo simulation model. The Company’s determination of the fair value was based ori the number of shares granted,
the Company’s stock price on the date of grant and the use of certain assumptions regarding a number of highly complex and
subjective variables, If other reasonable assumptions are used, the results may dlffer The Company used the following
assumptions when applying the Monte Carlo s1mulat10n model: .

Expected- Volatility Term Structure - The Company estimated the volatility term structure of an amount that ranged
between 19% and 23% using: (1) the historical volatility of its stock; and (2) the implied volatility provided by its
traded options from a trallmg month’s average of the closing bid-ask prlce quotes. o

Risk-Free Interest Rate — Thé Company estimated the risk-free intcrest rate at 5.1% based upon the implied yield
available on U.S, Treasury issues using a constant maturity treasury bond rate as of the date of grant.

Expected Dividends — The Company calculated the expected dividend yield of 5.3% by annualizing the cash dividend

declared by the Company s Board of Directors for the current quarter and dividing that result by the closing stock
price on the date of grant.

The Company calculated a derived service period of approximately 14 months using the Monte Carlo simulation
model to calculate a range of possible future stock prices for the Company. The weighted average expected fair value of the
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restricted stock units with market and service conditions was $11.89 per share and is amortized over the derived service
periods. If vesting occurs as a result of market performance ofthe Company’s common stock, the compensation expense
related to the vested awards that have not previously been amortized is recognized upon vesting. The compensation expense is
recognized even if the market condmon is not satlsﬁed The compensation is only reversed in the event the service period is
not fulﬁ]led

Restricted Sfo.ck Unit Activity

The total number of restricted: stock units expected to vest is adjusted by estimated forfeitures. As of December 31,
2006, there was $13.7 million of unamortized compensatlon expense, net of estimated forfeitures, related to unvested restricted
stock units, which is expected to be recognized over a remaining weighted-average recognition period of 1.2 years. During the
years ended December 31, 2006, 2005 and 2004, 869 units, 2,570 units and 1,912 units, respectively, of restricted stock were
both vested and released.

At December 31, 2005, the unamortized compensation efipense of $2.2 million related to unvested restricted stock
units was recorded as unearned compensation for unvested shares of restricted stock in shareholders’ equity. In connection
with the adoption of SFAS No. 123R on January 1, 2006, such amount was reclassified to a component of paid-in capital.

ot

During the year ended December 31, 2006, the Company issued 714,234 units of restricted stock at a weighted
average fair value of $22.92 (net of a fair value adjustment for restricted stock units with service and market based conditions
as described above in Note 15) and increased its additional paid-in capital by $16.4 million (amounts include restricted stock
units issued with service and market: conditions and exclude restricted stock units issued in connettion with “the Option
Exchange Program as described below Note 15 — Option Exchange Program): During the years, ended December 31, 2005 and
2004, the Company issued 15,801 units and 70 624 units of restncted stock, respectwely, at a welghted average fair value of
$31 43-and $39.91, respectively, and mcreased its additional pa1d-1n capltal by $0.5 millioh (net ofa, va]uauon adjustment from
prevmusly 1ssued shares of restncted stock) and $2.8 mllllon respectlvely .

~A summary of the Company ] outstandmg restncted stock units, as of Deccmber 31, 2006, and changes in restricted
stock units under the Plan during the vear énded December 31, 2006, is as, follows

o W_eilghted- Aggregate
Number of Weight'ed¥ Average Intrinsic
. Restricted Average: Remaining Value As Of
Stock - Purchase Contractual . December 31,
Units . -Price Term 2006
. Restricted stock units outstanding as of December 31, 2005 104,055 5 .
Restricted stock units awarded 728,214 -
Restricted stock units issued in exchange for options 255,267 -
Restricted stock units released (869) : -
Restricted stock units forfeited (13,980) - .
Restricted stock units outstanding as of December 31, 2006 1,072,687 & - : 1.8 $ 30,228,320
Restricted stock units vested and expected to vest 1,072,687 §. e 1.8 $ 30228320
" Restricted stock units vested and deferred 5,910 $ - 00 § 166,544

. Weighted average remaining recognition period in years 1.2 -

y ' . X

Recogmzed Non-Cash Compensatlon Expense

Stock- based compensation expense recognized under SFAS No. 123R for the year ended December 31, 2006 was $5.4
~million, which consisted of: (1) $5.2 million -for awards of restricted stock ‘units; and (2)-$0.2 million for stock-based '
compensat:on expense related to employee stock options and employee stock purchases. In connection with the recognmon of
this expense, the Company recordéd an income tax benefit of $2.3 million for the year ended December 31, 2006. The income
tax benefits were reduced to reflect limitations for tax purposes on déductible compensatlon for certain key employees.
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- Stock-based compensation expense recogmzed under SFAS No. 123 for the years ended December 31 2005 and 2004
was $0.9 million and $0.7 million, respectlvely, which consisted of awards of restricted stock units.

The followmg ‘table summarizes recognized stock- based compensation expense related to employee stock options, ‘
employee stock purchase plan purchases and awards of restricted stock units for the years ended December 31, 2006, 2005 and
2004: ) . , : T

. .
T

Years Ended December 31,

v . 2006 2005 2004
(amounts in thousands)

.

Station operating expenses 3 1,161 3 - 3 ) -
Corporate general and administrative expenses 4,283 373 657
Stock-based compensanon expense included in operatmg expenses ¢ 5,444 e 873 657

Tax benefit s o R s {1,416) - R vib)) (255)
Recognized stock-based compensation expense related to employee - ’ :

stock options, employee stock purchase plan purchases

and restricted stock units ' e . - 8 4,028 § 656§ 402

Option Exeilanée Program ' L

On March 23, 2006, the Company s Board of Directors approved an amendnient to the Plan to permit a one time OEP
which was approved at the May 16, 2006 shareho]ders meséting. On June 5, 2006, the Company commenced the OEP by
making an offer to excharige to the’Company’s eligible employees and non—employee directors. The Company offered such-
persons-the opportunity to miake a one-time election to exchange all of their outstanding stock options with exercis¢ prices
equal to or greater than $40.00 per share-for a lesser number of shares of the Company s restricted stock. The exchange ratio_
under the OEP was fiftéen-to-one such’ that, for each fifteen eligible options surrendered, the holder Teceived one share of
restricted stock.-On July 7, 2006, following the July 6, 2006 expiration of the OEP, the Company granted 0.3 million restricted
stock units in exchange for 3.8 iillion options. All shares of restricted stock issued under the OEP were granted under the
Plan, Options that were ¢xchanged, net of shares of restricted stock issued, are not available for re-grant under the Plan.

In accordance with SFAS No.  123R, the  Company applied modification accounting for the OEP. Under’ this
accounting guidance, the Company did not recognize additional share-based compensation.expense, as the fair value of the’
new shares at the time the Company-first made the offer to exchange was less than the fair value of the surrendered options.
Otherwise, any difference in fair value would have been recognized as an expense on a straight-line basis over the vesting
period of the new shares.

On June 5, 2008, the fair value of each option grant was estimated using the Black-Scholes option-pricing model with
the followmg weighted average assumptions: (1) a historical volatility of 46% over a period commensurate with the expected '
term of 6.25 years with the observation of the volatility on a daily basis; (2) an expected term of 6.25 years based upen the
simplified plain-vanilla method as allowed under the provisions of SAB No. 107; (3) a risk-free interest rate of 5.2% that was
consistent with the expected term of the stock options and was based on the U.S. Treasury yield curve in effect at the time of
the grant; and (4) a dividend yield of 5.6% based upon the Company’s most recent quarterly dividend of $0.38 per common
‘share.. The Company recorded the effect of the OEP on outstanding awards during the third quarter of 2006.

16.  NET INCOME PER COMMON SHARE

Net income (loss) per share is calculated in accordance with SFAS No. 128, “Earnings Per Share,” which requires'
presentation of basic net income (loss) per share and diluted net income (loss) per share. Basic net income (loss) per share.
excludes dilution and is computed by dividing net income (loss) available to common shareholders by the weighted average
number of common shares outstanding for the period. Diluted net income (loss) per share is computed in the same manner as
" basic net income (loss) after assuming issuance of commen stock for all potentially dilutive equivalent shares, which includes
the potential dilution that could occur: (1) if all the Company’s outstanding stock options that are in-the-money were exercised
(using the treasury stock method); (2) if the restricted stock units with service conditions were fully vested (using the treasury
stock method); (3) if the restricted stock units with service and market conditions were considered contingently issuable; and
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(4) if the participation by employees in an Employee Stock Purchase Plan is considered as an option {using the treasury stock
method). Anti-dilutive instruments are not considered in this calculation.

The Company has reviewed the guidance of EITF Issue 03-06, “Clarification of Issue 2(a): Participating Securities
. and the Two-Class Method under FASB Statenient No. 128, Earnings Per Share” on the allocation of undistributed net income
and-determined that it was appropriate to altocate undistributed net income between Class A and Class B common stock on an
equal basis. -For purposes of making this determination, the Company’s charter provides that the holders of Class A and Class
B common stock have equal rights and privileges except with respect to voting. '

. C'_ompuration Of Diluted Net income (Léss) Per Share In Future Periods

.On January 1,"2006, the Company adopted SFAS No. 123R, “Share-Based.Payment,” which had an effect on the

" computation of diluted net income (loss) per share in future periods. When computing net income (loss) per share after the

adoption of SFAS No. 123R, under the treasury-stock method, the denominator is impacted by: (1) the amount of unrecognized

compensation expense that has been measured but not yet recognized; and (2) the potential windfall tax benefits that reflect the

current market price of the Company’s stock and the total unrecognized compensation. The number of dilutive shares included -

'in the denominator under SFAS No. 123R is less than the number of shares that had been included under APB Opinion No. 25
as the amount of unrecognized compensation expense under FAS No. 123R is higher than under APB Opinion No. 25.

The effect of stock options and restricted stock units, using the Tr@'aéury stock method, was dilutive in the calculation
of net income per share. The computations are reflected as follows:

" Computations For The Year Ended December 31, 2006

Year Ended December 31, 2006 -
s . ] (amounts in thousands, except share and per share data)

, . Income Shares EPS
.Basic net income per common share: - :
Netincomé . ' $ 47,981 39972793 § - 1.20
Impact of options, restricted stock units . : 231,945
- Diluted ﬁet income per common share: ‘
Net income !

b 47,981 40,204,738 3 1.19

Potentially dilutivé options to.purchase 3.8 million shares of common stoél; at a range of $27.08 to $57.63 were
outstanding during 2006, but were excluded fropi the computation of net income per share as the options’ exercise prices were
.greater than the average market price of the common stock during 2006.

. . A minimal number of unvested restricted stock units were excluded from the computatioh of diluted net income per
~ share, as:they were anti-dilutivé under the treasury stock method. Restricted stock units with market conditions in the amount
of 0.3-million were not included in the computation of diluted net income per share as the market conditions were not satisfied
as of December 31, 2006, : . ' ' ;

" Computations For The Year Ended December 31, 2005

‘Year Ended December 31, 2005
(amounts in thousands, except share and per share data)

. . . Income . Shares - EPS .
Basic net income per share: . .
Net income ' . b 78,361 46,045,438 + § 1.70-
Impact of options and restricted stock units 176,014
Diluted net income per common share: .
Net income 3 78,361 46,221,452 $ 1.70
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Potentially dilutive weighted options to purchase 5.5 million shares of common stock at a range of $32.30 to $57.63
per share were outstanding during 2005, but were excluded from the computation of net income per share as the optlons
exercise prices were greater than the average market price of the common stock during 2005.

. A minimal number of unvested restricted stock units were excluded from the computation of diluted net income per
share as they were anti-dilutive under the treasury stock method, :

Computations For The Year Ended December 31, 2004

Year Ended December 31, 2004

(amounts in thousands, except share and per share data)

Income Shares EPS
Basic net income per share:
Net income 3 75,634 50,215,142 $ 1.51
Impact of options and restricted stock units 319,134
Diluted net income per common share: .
Netincome : ' § 75634 50534276 $ 1.50

Potentially dilutive weighted options to purchase 4.0 million shares of common stock at a range of $40.20 to $57.63
per share were outstanding during 2004, but were excluded from the computation of net income per share as the optlons
exercise prices were greater than the average market price of the common stock during 2004,

17. LOSS FROM A NATURAL DISASTER

Hurricane Katrina and its aftermath, including the flooding for a period of time of the majority of the city of New
Orleans, the evacuation of its residents and the cessation of day-to-day commerce, severely impacted the operations of the
Company’s six radio stations in New Orleans, Louisiana. As a result, for the year ended December 31, 2005, the Company
recorded as a separate line item, under operating expenses, $1.7 million of expenses related to a natural disaster, which 'was -
comprised of an increase to the Company’s accounts receivable reserve (see Note 2, Significant Accountlng Policies - Trade
Receivables and Related Allowance for Doubtful Accounts) and the abandonment of certain broadcasting facilities and
equipment. See Note 11, Commitments and Contingencies, for a discussion of insurance coverage.

Based upon an analysis of expected: cash flows and examples of other natural disasters, including the subsequent
rebuilding of the communities thereafter, the Company has determined it is more likely than not that the fair value of the
Company’s FCC licenses, goodwill and other intangibles for the Company’s New Orleans market has not been reduced below
the amount reflected in the batance sheets. Accordingly, no impairment charges were recorded for the years ended December
31, 2006 and 2005. If actual market conditions are less favorable than those projected by the industry or thé Company, or if’
events occur or circumstances change that would, more likely than not, reduce the fair value of the Company’s broadcasting
licenses below the amount reflected in the balance sheets, the Company may be required to recognize impairment charges in
future periods (see Note 3, Intangible Assets - Broadcasting Licenses and Goodwill).

18. SUBSEQUENT EVENTS
Restricted Stock Grants

Under the Plan, on January 29, 2007, the Company’s Board of Directors authorized the Company to grant to senior
executives and key managers 0.4 million restricted stock units that vest over four years. The Company will record the fair
value of these awards equal to the fair market value of the Company’s stock at the grant date. Under certain circumstances, the
grant date may differ from the date authorized by the Board of Directors, as the grant date is dependent on certain factors under
the provisions of SFAS No. 123R, including when the key terms ‘and conditions of the award are communicated to the

_employee.
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Radio Station Dispositions
oo -

Austin, Texas

On February 20, 2007, the Company entered into an asset purchase agreement with a buyer to dispose of KXBT-FM
in Austin, Texas for an amount of $20.0 million in cash, of which $1.0 million was paid as a deposit on February 20, 2007.
_Concurrently with entering into the asset purchase agreement, the Company also entered into a time brokerage agreement that
.commenced on February 26, 2007. The Company cannot complete the sale of KXBT-FM until the Company has completed
the acquisition of this station from CBS (see Note 11). The Company believes that the elimination of this station and the
station’s position in the market, to the remaining three stations the Company currently operates in this market, will not alter the
‘Company’s competitive position in the market. The Company anticipates that this transaction, which is subject to FCC
approval, will close in the first half of 2007.

Portland Oregon

On January 31, 2007 the Company entered into an asset purchase agreement with a buyer to dispose of KTRO-AM
(formerly KKSN- AM) in Portland; Oregon for an amount between $4.2 million and $4.5 million in cash, which amount
depends on the Company’s compliance with certain conditions. Concurrently with entenng into the asset purchase agreement,
the Company also entered into a time brokerage agreement The Company believes that the elimination of this station and the
station’s position in the market, to ‘the remaining six stations the Company currently operates in this market, will not alter the
Company s competitive position in the market. This transaction, which is subject to approval by the FCC, is expected to close
in the first half of 2007. :

Exchange Of Radio Stations:

Cincinnati, Ohio; Seattle, Washington; and San Francisco, California

. On. January 17, 2007, the Company entered into an agreement with Bonneville International Corporatlon
(“Bonnewlle”) to exchange certain ‘radio stations in Cincinnati and Seattle for certain radio stations in San Francisco,
California and $1.0 million in cash. Concurrently with entering into the asset exchange agreement, the Company also entered
into two time brokerage agreements. Pursuant to these TBAs, the Company commenced operations of the San Francisco
stations and Bonneville commenced operations of the Cincinnati and Seattle stations simultaneously on February 26, 2007.
During the period of the TBA, the Company will include net revenues, station operating expenses and TBA (income) fees
associated with operatmg ‘these stations in the Company s consolidated financial statements. The Company cannot complete
the'sale of the Cincinnati ‘stations to Bonnew]le until the Company has comp]eted the acquisition of stations from CBS and
completed the transaction to exchange with Cumulus certain stations in Cincinnati (see table below for summary of
transactions). The fair value of the assets acquired in exchange for the assets disposed cannot be determined at this time as it
will be” dependent on the results of an appraisal for all assets included in this transaction. The transaction, which is subject to
FCC approval, is expected to close during the second quarter of 2007. Upon completion of the transactions described under
_ Note' 11, the Company will (1) own three stations in San Francisco, a new market for the Company; (2) continie to own and
operate four radio stations in the Seattle market; and (3} exit the Cincinnati market. See Note 11 for a description of the other
transactlons that are related to this exchange : :

The following is a summary of those radio stations that are included in the exchange:

Market . Radio Stations Transactions

San Francisco, CA KDFC-FM; KMAX-FM; and KOIT-FM Company acquires radio stations from Bonneville
Seattle, WA - KBSG-FM: KIRO-AM; and KTTH-AM A Company disposes of radio stations to Bonneville
Cincinnati, OH WKRQ-FM; WUBE-FM; WYGY-FM; WGRR-FM  Company acquires radio stations from CBS
Cincinnati, OH WGRR-FM : Company disposes of a radio station to Cumulus
Cincinnati, OH WSWD-FM Company acquires a radio station from Cumulus

Cincinnati, OH WKRQ-FM; WSWD-FM; WUBE-FM; WYGY-FM  Company disposes of radio stations to Benneville
19. SUMMARIZED QUARTERLY FINANCIAL DATA (Unaudited)

The following table presents unaudited operating results for each quarter within the two most recent years. The
Company believes that all necessary adjustments, consisting only of normal recurring adjustments, have been included in the
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A

amounts stated below to present fairly the following quarterly results when read in conjunction with the financial statements
included elsewhere in this report. Results of operations for any pamcular quarter are not neccssarlly mdlcatwe of results of

operatlons for a full year.

2006

Net revenues ' v
Operating income
Net income

Basic net income per common share’

Weighted basic averége common shares outstanding

Diluted net income per common share |

Weighted diluted average common and commeon
equivalent shares outstandmg

Dividends declared and paid per common share

2005

Net revenues
Operanng income’
Net income

Basic net income per common share'

Weighted basnc average common shares outstandmg

Diluted net income per common share !

Welghled dlluted avetage common and common
equwalent shares outstanding

Quarters ended
(amounts in thousands, except per share data)

December 31 - September 30 June 30 March 31 .
$ 118,548 114343  § 116459  § 91,135
$ 26,861 38416 § 39493 0§ 7 21810
$ 6,935 16,160  §. 17,131 $ 7,755
$ 0.18 041 043 0.19

39,476 139,528 39,572 41344
$ 0.17 041" § 043 § 0.19
39,891 39,842 39,797 ° " 41,468
$ 0.38 038 § 038 - § 0.38
$ 103,723 115001 § 119,489 . § 94,397
$ 33,766 414712 % 45390 § 32,340
$ 15,771 22078 0§ . 24275 § . 16237
$ 0.33 048§ 053  § 0.34
44,900 45,825 45,855 47,638
$ 0.35 048 ° % 1’053, ' § 0.34
45,041 '46,136 47917

46,001

Net income per share :s computed mdepcndently for each quarter and the full year based- upon respectlvc average

shares outstanding. Therefore, the sum of the quarterly per share amounts may not equal the annual per share amounts reported
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. Pursuant to the requirements of Sectlon 13 or lS(cl) of the Secuntles and Exchange Act of 1934 the reglstrant has
duly caused this  report to be signed on its behalf by the under51gned thereunto duly authorized, in Bala Cynwyd Pennsylvania,
on February 28, "2007. Dl . . .o
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”‘ o LA  ENTERCOM COMMUNICATIONS CORP.

“

. - i By~ /s/ DAVID J. FIELD :
R . : David J. Field; President, Chief Execuuve Ofﬁcer
. (principal executive officer) -

4.

] persons m ‘the capacities and on the dates iridicated.
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_ /s/ STEPHEN F. FISHER " Executive Vice President and Chlef Fmancral February 28, 2007
:_Stephien F. Fisher ° ‘ D Ofﬁcer : :
" Principal Acconnting Officer: S e T L ' P
) . i e ' I .
 /s/ EUGENE D. EEVIN . Vice Presrclent Treasurer and Controller February 28, 2007
. Eugene D. Levin :
. . Directors:
.« _/s/ JOSEPH M. FIELD .. Chairman of the Board Co . February 28,2007

- .Joseph M. Field

" {s/ DAVID J, BERKMAN - Director _ ' Eebruary 28, 2007
David J. Berkman " ; '

. {s/ JOHN C. DONLEVIE Executive Vice President, Secretary February 28, 2007
John C. Donlevie General Counsel and a Director

" /s/ DANIEL E. GOLD ‘ Director : February 28, 2007

Daniel E. Gold

s/ EDWARD H. WEST Director . .. February 28, 2007
Edward H. West . '

/s/ ROBERT S. WIESENTHAL Director ‘ February 28, 2007
Robert S. Wiesenthal
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Entercom Radio, LLC, as the Borrower, Entercom Communications Corp., as the Parent, KeyBank National Association as
Administrative Agent and L/C Issuer Bank of America, N.A. as Syndication Agent and certain the other Lenders parties. (7)
(Originally filed as Exhibit 10.03)

Second Amendment To First Amended And Restated Credit Agreement dated as of December 8,-2006, by and among
Entercom Radio, LLC, as the Borrower, Entercom Communications Corp., as the Parent, KeyBank National Association as
Administrative Agent and L/C Issuer Bank of America, N.A. as Syndication Agent and certain the other Lenders parties. ()
Asset Purchase Agreement dated as of August 18, 2006 among CBS Radio Stations, Inc., Texas CBS Radio, L.P. and CBS
Radio, Inc. of Illinois and Entercom Communications Corp. (7) (Originally filed as Exhibit 10.01)

Asset Purchase Agreement dated as of August 18, 2006 between CBS Radio Stations, Inc. and Entercom Commumcatlons
Corp. (7) (Originally filed as Exhibit 10.02) -

Information Regarding Subsidiaries of Entercom Communications Corp. (8)

Consent of PricewaterhouseCoopers LLP. (8)

Certification of President and Chief Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a), as created by Section
302 of the Sarbanes-Oxley Act of 2002. (8)

Certification of Executive Vice President and Chief Financial Officer required by Rule 13a-14(a) or Rule lSd-l4(a), as
created by Section 302 of the Sarbanes-Oxley Act of 2002. (8)

Certification of President and Chief Executive Officer pursuant to 18 U.S.C. § 1350, as created by Sectlon 906 of the
Sarbanes-Oxley Act of 2002. (9)

Certification of Executive Vice President and Chief Financial Officer pursuant to 18 U.S.C. § 1350, as created by Section
906 of the Sarbanes-Oxley Act of 2002. (9) |

(1) Incorporated by reference to Exhibit 3.01 of our Amendment to Registration Statement on Form S-1, as filed
“on January 27, 1999. (File No. 333-61381)
2) Incorporated by reference to an exhibit (as indicated above) of our Quarterly Report on Form 10- -Q for the

quarter ended March 31, 2002, as filed on May 13, 2002.

E)] Incorporated by reference to an exhibit (Exhibit 10.01 & 10.02, respectively) of our Form 10-K for the year

ended December 31, 2002, as filed on February 28, 2003.

(4) Incorporated by reference to Exhibit 10.01 of our Current Report on Form 8-K, as filed on January 4, 2005,

(5) Incorporated by reference to Exhibit 10.03 of our Amendment to Registration Statement on Form S-1, as
filed on January 6, 1999, (File No. 333-61381)

(6)  Incorporated by reference to Exhibit 10.01 of our Quarterly Report on Form 10-Q for the quartér ended
September 30, 2004, as filed on November 3, 2004,
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- ®
©)

st er.,

[

i1

Incorporated by reference to an exhibit (as indicated above) of our Quarterly Report on Form+10-Q for the
quarter ended September 30, 2006, as fi led on November 6, 2006

Filed herewith,

These exhibits are submitted as- accompanymg" this Annual Report on Form 10-K and shall not be deemed .
to be "filed" as part of such Annual Report on Form 10-K

i i)
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EXHIBIT 10.07

' - SECOND AMENDMENT
TO -
FIRST AMENDED AND RESTATED CREDIT AGREEMENT

T R

This - SECOND AMENDMENT TO FIRST AMENDED AND RESTATED CREDIT AGREEMENT (this

“Amendment”) is entered into as of December 8, 2006, by and-among ENTERCOM RADIO, LLC, a Delaware limited liability

company (the “Borrower”), ENTERCOM COMMUNICATIONS CORP, a Pennsylvania corporation (the’"Parent"),
KEYBANK NATIONAL ASSOCIATION, individually and as Admmlstratwe Agent and L/C Issuer "(the "Administrative
Agent"), BANK OF AMERICA, N.A., ‘individually and as Syndication Agent (the "Syndication Agent"), JFMORGAN -
CHASE BANK; N.A. mdlvxdually and as Co-Documentation Agent (the "Co-Documentation Agent"), and the other Lenders
party hereto.

"RECITALS

A. The Borrower, the Parent, the Administrative Agent, the Syndication’ Agent, the Co-Documentation Agent
and the Lenders parties thereto entered into that certain First Amended and Restated Credit Agreement dated as of August 12,
2004 (as amended by that certain First Amendment to First Amended and Restated Credit Agreement, dated as of September
22, 2006, and as the same may be amended, restated or modified from time to time, the "Credit Agreement"). Capitalized
terms used and not otherwise defined herein shall have the meanings ascribed to them in the Credit Agreement.

B. - The Borrower has'requested certain amendments to the Credit Agreement, ncluding, without limifatiori, an
increase of the revolving Commitment Loans by using $100,000,000 of the Incremental Facility, adding a -pricing -tier,

amendmg the financial covenants, replemshlng the Incremental Facility to $500 000, 000 and makmg certain other changes.

C " The Borrower and the Required Lenders have agreed, subject to-the terms and condmons spec1ﬁed ‘herein, to
amend certain provns:ons of the Credit Agreement. :

NOW, THEREFORE, in conmderatnon of the premises and for other good and valuable con51derat10n the recelpt and -
sufﬁc:ency of which are hereby acknowledged, the parties- hereto agree as follows :

Sectmn 1. ‘ 'AMENDMENTS.

Subject to the covenants, terms and conditions set forth in this Amendment;’and in reliance upon the representations

-and warranties of the Borrower made herein, the undersigned Lenders (which Lenders constitute the Required Lenders required
: under Section'10.01 of the Credit Agreement to effect the following amendments) amend the Credlt Agreement as follows:

(a) Amendment of Definitions.

(iy ~ Definition of Applicable Rate. Section 1.1 of the Credit Agreement is hereby amended by deleting
in its entirety the table set forth in the definition of " gphcable Rate" and subsntutmg the followmg table in 1ts stead:

Appllcable Rate ST T
| Eurodollar Rate
Pricing Consolidated Leverage | Commitment , and - ,
. ‘ Level Ratio Fee . Letters of Credit Base Rate
T - £200t01 .0.200% 0.625% = . 0.000%
2 >2.00:1 but £ 3.50:1" - 0.250% 0.750% - 0.000% .
3 >3.50:1 but < 4.00:1 0.300% 0.875% 0.000% . -
4 >4.00:1 but £4.50:1 - 0.375% o 1000% - ) - -0.000% 0 |° !
5 >4.50:1 but < 5.00:1 - 0375% 1.125% C 0.125%
6 © >5.00:1 but £ 5.50:1 ' 0.375% 1:375% ° o 0375%
7 >5.50:1 0.375% 1.500% 0.500%
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(ii} Definition of Consolidated Interest Charges. Section 1.1 of the Credit Agreement is hereby
amended by deleting in its entirety the definition of: "Consohdated Interest Charges " and substituting the following
definition in its stead: : .

"Consolidated Interest Charges" means, for any period, for the Parent, the Borrower and their Subsidiaries on a

' . consolidated basis, the sum .of (a) all cash interest, premium payments, debt discount, fees, charges (excluding fees
"...»t ,and charges related to this Agreement) and related cash expenses of the Parent, the Borrower and their Subsidiaries in
~ 3 connection with borrowed money (including capitalized interest) or in connection with the deferred purchase price of
assets, in each case to the extent treated as interest in accordance with GAAP, and (b) the portion of rent expense of

the Parent, the Borrower and their Subsidiaries paid in cash during such period under capital leases that is treated as
interest in accordance with GAAP, in the case of (a) and (b) preceding, net of (i) consotidated interest income of the
Parent, the Borrower and their Subsidiaries for such period and (ii) interest accrued on the $1,000,000 of capital leases

and other obligations described in subsection (e) of the definition of Consolidated Funded Indebtedness. For purposes

of calculating Consolidated Interest Charges in any period, (i) net cash payments made or received by the Parent, the
Borrower and their Subsidiaries with respect to Swap Contracts shall be included in the computation of gross interest
expense, (ii) any Acquisition by the Borrower, the Parent or their Subsidiaries, may, (A) if the Borrower has made an
election to do so for Consolidated Operating Cash Flow in accordance with the terms of the definition thereof with

- respect to the applicable Acquisition, and (B) after notice to the Administrative Agent, be deemed to have occurred on
the first day. of such period and (iii) any Disposition of any Station or other assets.for consideration in excess of
$25,000,000 by any of the Parent, the Borrower or any of their Subsidiaries (and any related incurrence or repayment

of Indebtedness) which occurs during such period shall be deemed to have occurred on the first day of such period.

- Notwithstanding, the foregoing, the contribution to items (a) and (b) above from Non-Wholly Owned Subsidiaries

shall be limited to the amount of such items for whrch a Loan Party has dlrect liability. '

v

(1u) eﬁmtmn of Consolldated Operating Cash Flow. Section 1.1 of the Credit Agreement is hereby
amended by deleting in its entirety -the defmltlon of. "Consolidated Ogeratmg Cash Flow" and substituting the

following defmmon in its stead:

[

"Consohdated Operating Cash Flow" means for the Parent, the Borrower and their Subsidiaries {(excluding Non-
Wholly Owned Subsidiaries, except as specifically provided in subsection (c) below) the sum of (a) Consolidated Net
“Income (excluding to the extent included in Consohdated Net Income D, extraordmary gains, including net gains on
the sales of assets other than asset sales in the ordmary course of business, (ii) any items of extraordinary loss,
including net losses on the sale of assets other than asset sales in the ordmary course of business and (iii) (without
dupllcatxon) up to $10,000,000 in connectlon with the settlement of and expenses relating to, legal or administrative
proceedmgs of the Parent, the Borrower or the Subsidiaries that () are uninsured and (y) exist and were disclosed to
thé Lenders on or prior to the Second Amendment Effective Date (which such legal and administrative proceedings
are unresolved as of the Second Amendment Effective Date), plus (b) interest expense, depreclatlon and amortization,
deferred and other non-cash charges, plus (c) to the extent recéived by the Borrower. and.not already included in

* Consolidated Net Income, cash received from joint ventures and Non-Wholly Owned ‘Subsidiaries, plus (d) equrty
based compensation, if any, plus (e}.up to $2,000,000 in connection with pro forma cost savings of the Borrower in

. connection with Acquisitions:(the "Add Back"), but only to the extent that (i) such cost savings are reflected in good
faith projections delivered to the Admm1strat1ve Agent, (ii) the Borrower has taken all ‘such necessary action to
generate such annualiZed cost savings no later than 180 days after’the consummation of the Acquisitions, and (iii)
such Add Back is reduced each consecutive fiscal quarter of the Borrower after its initiat use by up to $500,000 (or
such lesser amount as equals one-fourth of the total Add Back) per quarter, ‘plus () up to $1,500,000 (wrthout
duplication) on a one-time basis‘in connection with out-of-pocket transaction costs incurred by the Borrower prior to
the - Second Amendment Effective Date’ in connection with non-consummated Acquisitions. For purposes of
calculating Consolidated Operating Cash Flow with respect to any Acquxsltlon or Disposition of any Station or assets
that occurs during any period of determination, and any related incurrence or repayment of Consolidated Funded
. Indebtedness (including its effect on Operating Cash Flow) (x) any Acquisition by the Borrower, the Parent or their
Subs1d1ar1es _may, at the option of the Borrower after notice to the Administrative Agent, be deemed to have occurred
on the first day of such period-and (y) any Disposition of any Station or other assets for consideration in excess of
$25,000,000 by any of the Parent, the Borrower or any of their Subsidiaries, (and any related incurrence or repayment
of Indebtedness) which occurs during such period shall be deemed to have occurred on the first day of such period. In

" addition, the Borrower may elect to adjust Consolidated Operating Cash Flow to give effect to_the cancellation of
sports agreements.

.
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{iv) Definition of Limited Period. Section 1.1 of the Credit Agreement is hercby amended by deleting
the definition of "Limited Period™ in its entirety.

) Definition of Non-Wholly Owned Subsidiary. Section 1.1 of the Credit Agreement is hereby
amended by deleting in its entirety the definition of "Non-Wholly Owned Subsidiary" and substltutmg the following
definition in its stead: : .

"Non- Wholly Owned Subsidiary" means a direct or indirect Subsidiary of the Parent or the Borrower the Equity
Interests of which are not 100% owned by the Parent, the Borrower.and their wholly owned Subsidiaries. Each
Sub51d1ary of a Non-Whoily Owned Subsidiary shall also be a Non-Wholly Owned Subsidiary.

(vi) Addition of New Definitions. Section 1.1 of the Cred'it Agreement 18 hereby amended by adding the
following new definitions of "Second Amendment” and "Second Amendment Effective Date" in alphabetical order:

"Second Amendment” means that certain Second Amendment to First Amended and Restated Credit Agreement,
dated as of December 8, 2006, among the Borrower, Parent, the Lenders party thereto the Administrative Agent, the
Syndication Agent and the Co- Documentation Agent.

"Second Amendment Effective Date" means the date that all of the conditions precedent set forth in Section 3 of the
Second Amendment have been satisfied.

-

(b) Amendment to Section 2.13(a). Section 2.13(a) of the Creelit Agreement is hereby einended by deleting it in
its entirety and substituting the following Section 2.13(a) in its stead:

(a) Request for Incremental Facility. Provided (i) there exists no Default both before and after giving
effect to any such incurrence of an increase or additional term loan or revolver loan, (ii) such i increase and/or
incurrence of an additional term loan or revaolver loan is permitted pursuant to the terms of the Indenture and
the Senior Subordinated Notes Documents and (iii} the Arrangers. and the Agents consent thereto, upon
notice to the Administrative Agent {which shall promptly notlfy the Lenders), the Borrower may from time to
time, request (x) an increase in the Aggregate Commntments (y) the addition of an incremental term loan (an
"Incremental Term Loan"), or (z) the addition of an incremental revolver loan (an' "Incremental Revolver
Loan") (an Incremental Revolver Loan or an Incremental Term Loan, or both, are herein collectively referred
to as an "Incremental Facility"} by an amount (for all such requests in the aggregate) not exceeding
$500,000,000 (such amount being replemshed to $500 000,000 as the maximum amount after giving effect to
the $100, 000, 000 facility increase as described in the Second Amendment); provided that any such request
for an increase in the Aggregate Commitmients or any Incremental Facility shall be in a minimum amount of

. $50,000,000. At the time of sending such notice, the Borrower (in consultation with the Administrative
Agent) shall specify the time period within which each Lender is requested to respond (Whlch shall in no
event be less than ten Business Days from the date of delwery of such notice to the Lenders).

©) Amendment to Secuons 7'06((:)' and (d). ecttons 7.06(c) and (d) of the Credtf ‘Agreernent are hereby
amended by deleting them in their entirety and substituting the following sections (¢) and (d) in their stead: .

(c) so long as there exists no Default both before and after giving effect to eaéh such payment as
demonstrated in the most recently completed compliance certificate previously delivered, the Borrower and
the Parent may-declare’ and pay cash dividends and make stock redemptions, repurchases and capital
distributions to Parent, or Parent's stockholders; )

(d) the (i) Subsidiaries of the Borrower may declare and pay dividends up to the Borrower in an
aggregate amount over the term of this Agreement not to exceed $10,000,000 and (ii) Borrower may declare
and pay dividends up to the Parent in an aggregate amount over the term of this Agreement not to exceed
$10,000,000; provided that, in each case of (i) and (i) preceding, such dividends may only be declared and
paid so that such funds can be used to make payments relating to the settlement of and expenses relating to,
legal or administrative proceedings of the Parent, the Borrower or the Subsidiaries that (A) are uninsured and
(B) exist and were disclosed to the Lenders on or prior to the Second Amendment Effective Date (which such
legal and administrative proceedings are unresolved as of the Second Amendment Effective Date); and
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: (d) Amendment to Secrmns 7.02(e), (f) and (g) and the Fmal Paragraph of Sectmn 7 092 Sectlons 7. 02(g) of

the Credrt Agreement is hereby deleted in its entirety: Sections 7.02(e) and (f) of the Credit Agreement, and the final

. paragraph of Section 7.02, are hereby amended by deleting them in therr ent1rety and substituting the following sections (e), (f)
and the final paragraph below in thelr stead:

. (e) Guarantees permitted by Section 7.03; and

H so long as there exists no Default-both before and after giving effect to each such Investment as
demonstrated in the most recently completed compllance cértificate previously delivered, the Borrower may
make Investments, including Investments in Non-Wholly Owned Subsidiaries.

Notwithstanding the foregoing, for purposes of calculating the aggregate amount of Investments permitted
pursuant to subsection (b) above, each Investment of a Non-Wholly Owned Subsrdrary made pursuant to
such clause shall be included in the calculation of the limit in the applicable subsection in an amount equal to
(x} the amount of such Investment multiplied by (y) the percentage interest of (calculated with respect to
outstanding Equity Interests owned by) the Loan Parties in the applicable Non-Wholly Owned Subsidiary.

& (e Amendment to Section 7.13. Section 7.13 of the Credit Agreement is hereby amended by deleting it in its
entirety and substituting the foltowing Section 7.13 in its stead:

(a) Consolrdated Interest Coveraae Ratlo Permit the Consolidated Interest Coverage Ratio as of the
* last day of any fiscal quarter of the Borrower included in the penods set forth below to be less than the ratio
set forth below opposrte such period:

. Minimum Consolidated
' Four Fiseal Quarters Ending- , |- Interest _Coverage' Ratio .
Second Amendment Effective Date '2.2510°1.00"
through June 30, 2007
July 1, 2007 and thereafter 25010 1:00
' (b) Consolidated Fixed Charge éoverage Ratio. reﬁhn :ﬁaf Consolidated Fixed Cnarge Coverage Ratio

as of the last day of any fiscal quarter of the Borrower included in the periods set forth below to be less than
the ratio set forth below opposite such period:

as

R : ‘ ~ Minimum Consolidated !
. . Four Fiscal Qnarters Ending Fixed Charge Coverage Ratio
IR Second Amendment Effective Date 1.05 to 1.00
: through June 30, 2007 ST
July 1, 2007 and thereafter . 1110 to0 1.00 .

{c) Consolidated LeveragenRatm Permit the Consolrdated Leverage Ratio at any time to be greater :
' than 5.75 to 1.00. - : . :

$))] Schedule 2.01. Schedule 2.01 of the Credit Agreemem shall be dele!ed in its entirety and the attached
Schedule 2 01 shall be substrtuted in its stead: ! .-

[N *

_ (g) Incremenral Facrlrtv Increase The parties hereto agree that-after giving effect ro the Second Amendment,
the Incremental Facility shall be replenished to a maximum aggregate amount of $500,000,000 to be used in accordance with
the terms of Section 2.13. . . N :

Section 2. REPRESENTATIONS AND WARRANTIES.

By its execution and delivery hereof, the Borrower represents and warrants that, as of the date hereof:
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(a) (i) the Borrower has full power and authority to execute and deliver this Amendment, (3i) this Amendment
has been duly executed and delivered by the Borrower, and (iii) this Amendment and the Credit Agreement, as amended
hereby, constitute legal, valid and binding obligations of the Borrower, enforceable in accordance with the terms hereof

" (subject as to enforcement of remedies to any applicable bankruptcy, reorgamzatron ‘moratorium, or other laws or prrncrples of

equity affecting the enforcement of creditors’ rights generally); | o i

1
]

(b) there exists no Default under the Credit Agreement both before and after giving effect to this Amendment'
. comkop

(c) the representations and warranties set forth in the Credit Agreement and other Loan Documents are true and
correct in all material respects on the date hereof both before and after giving effect to this Amendment; except to the extent
that such representations and warranties specifically refer to an earlier date, in which case they shall be true and correct in all
material respects as of such earlier date, and except that the representations and warranties contained in subsections (a) and (b)
of Section 5.05 of the Credit Agreement shall be deemed to refer to the most recent statements furnished pursuant to clauses (a)
and (b), respe’étively, of Section 6.01 of the Credit Agreement;

(d) the Borrower has complied in all matenal respects with all agreements and conditions to be complled wnh by
it under the Credit Agreement and the other Loan Documents by the date hereof:

{e) the Credit Agreement, as amended hereby, and the other Loan Documehts remain in full force and effect;

3] neitherthe execution, delivery and performance of this Amendment or the Credit Agreement, as amended
hereby, nor the consummation of any transactions contemplated herein or therein, will conflict with any Law or Organization
Documents of the Borrower, or any indenture, agreement or other mstrument to which the Borrower or any of its properties are
subject; and

(g) no authorization, approval, ‘consent, or other action by, notice to, or ﬁling‘with any governmental authority
or other Person (including the board of directors of the Borrower) not previously obtained is required for the execution,
delivery or performance by the Borrower of this Amendment.

Section 3. CONDiTlONS PRECEDENT.:

The parties hereto agree that the amendments set forth herein shall not be effective until the satisfaction in full of each:
of the following conditions precedent, each in a manner satisfactory to the Administrative Agent and the Lenders parties hereto
in their sole discretion: -+ - ‘ l

} (a) Executlon and Delivery of this Amendment. The Admmlstratwe Agent shail have recewed a
copy of this Amendment executed and delivered by the Borrower the Guarantors and by Lenders constituting the Required
Lenders. RN .

b) Representations and Warranties. There shall be no Default both before and after giving effect to
this Amendment, and each of the representations and warranties made herein shall be true and correct on and as of the date
hereof, as if made on and as of such date, both before and after giving effect to 'the amendments set forth herein.

(c) Notes: The Admmlstratwe Agent shall have recewed executed new Notes in the amounts set forth’

on Schedule 2.01 attached hereto and otherwise in forrn and substance acceptable to the Administrative Agent and the
Syndrcatron Agent. - : Jh
(d) Authorizing Documentation. The Administrative Agent shall have received copies of all

resolutions and other authorizing documentation evidencing the Borrower's and the Guarantors' authority to enter into this
Second Amendment and perform its obligations hereunder.

(e} Opinion of Counsel. The Administrative Agent shall have received an opinion of counsel to the
Borrower and the Guarantors in form and substance acceptable to the Admmrstratrve Agent and the Syndication Agent

) Other Documents, Certificates and lnstrumenls The Admmlstratlve Agent shall have received,

in form and substance satisfactory to the Admmlstrauve_Agent and the Syndication Agent such other documents, certificates
and instruments as the Administrative Agent or the Syndication Agent shall require. )
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Section 4. MISCELLANEOUS.

(a) Guarantors Acknowledgement: *By signing below, each Guarantor (i) acknowledges, consents
and agrees to the execution, delivery and performance by the Borrower of this Amendment, (ii) acknowledges and agrees that
its obligations in respect of its Guaranty are not released, diminished, waived, modified, lmpalred or affected in any manner by
this Amendment or any of the provisions contemplated herein, (iii) ratifies and confirms its obligations under its Guaranty, and
(iv) acknowledges and agrees that it has no claims or offsets against or defenses or counterclaims to, its Guaranty.

(b) Ratification and Cnnﬁrmatlon of Loan Documents and Liens. As a material mducement to the
Lendcrs to agree to amend the Credit Agreement as set forth herein, the’ Borrower and the Guarantors hereby (i) ratify,
acknowledge and confimm -the continuing existence, validity and effectiveness of the Loan Documents (subject as.to
enforcement of remedies to any applicable bankruptcy, reorganization, moratorium, or other laws or principles of equity
affecting the enforcement of creditors' rights generally) to which they are.parties, including, without limitation the Pledge
Agréements and the Liens granted under the Pledge Agreement, (ii) agree that the execution, delivery and performance of this
Amendment shall not in any way release, diminish, impair, reduce or otherwise adversely affect such Loan Documents and
Liens and (iii) acknowledge and agree that the Liens granted under the Pledge Agreements secure (A) the payment of the
Obligations under the Loan Documents in the same priority as on the date such Liens were created and perfected, and (B) the
performance and observance by the Borrower and the other Loan Parties of the covenants, agreements and conditions to be
performed and observed by each under the Credit Agreement, as amended hereby.

{c) Fees and Expenses. The Borrower agrees to pay on demand all costs and expenses of the
" Administrative Agent in connection with the preparation, reproduction, execution, and delivery of this Amendment and the
other documents prepared in connection herewith, including, without limitation, the reasonable fees and out-of-pocket
expenses of counsel for the Administrative Agent.

{d) Headings. -Section‘and subsection headings in this Amendment are included herein for convenience
of reference only and shall not constitute a part of this Amendment for any other purpose or be given any substantive effect.

(e) APPLICABLE LAW. THIS AMENDMENT SHALL BE. GOVERNED BY, AND SHALL BE
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK. .

N Counterparts ThlS Amendment may be executed in any number of counterparts and by different
parties hereto in separate counterparts, each of which when so executed and delivered shall be deemed an original, but all such
counterparts together shall constitute but one and the same instrument; signature pages may be detached from multiple separate
* counterparts and attached to a single counterpart so that all signature pages are physically attached-to the same document. For
purposes of this Amendment, a counterpart hereof (or signature page thereto) signed and transmitted- by any Person party
hereto to the Administrative Agent (or its counsel) by facsimile machine, télecopier or electronic mail is to be treated as an
original. The signature of such Person thereon, for purposes hereof, is to be considered as an original signature, and the
counterpart (or signature page thereto) s0- transmitted is to be considered to have the same binding cffect as an original
signature on an orlgmal document.

(b) FINAL AGREEMENT. THIS AMENDMENT TOGETHER WITH THE CREDIT
AGREEMENT THE NOTES, THE PLEDGE AGREEMENTS AND THE OTHER LOAN DOCUMENTS EXECUTED IN
CONNECTION THEREWITH, REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT
BE CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS
OF THE PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES.

[Signature Pages Omirted]
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EXHIBIT 21.01
INFORMATION REGARDING SUBSIDIARIES OF THE REGISTRANT

NAME

Jurisdiction of Organization .

. Name Under Which -

Subsidiary Does Businéss

Delaware Equipment Holdings, LLC

Entercom Austin, LLC

Entercom Austin License, LLC

Entercom Boston 1 Trust

Entercom Boston, LLC

Entercom Boston Licensg, LLC
Entercom Buffalo, LLC

Entercom Bt;ffa]o License, LLC
Entercom Capital, Inc.

Entercom Cincinnati, LLC
Entercom Cincinnati License, LLC
Entercom Denver, LLC

Entercom Denver License, LLC
Entercom Gainesville, LLC
Entercom Gainesville License, LLC
Entercom Greensboro, LLC
Entercem Greensboro License, lLLC.
Entercom Greenville, LLC
Entercom Greenville License, LLC
Entercom Incorporateél

Entercom Indianapolis, LLC
Entercom Indianapolis License, LLC

Emercom‘l(ansas City, LLC-

" Entercom Kansas City License, LLC

Entercom Lbngview, LLC
Entercom Longview License, LLC

Entercom Madison, LLC

‘Entercom Madison License, LLC

Entercom Memphis, LLC
Entercom Mermnphis License, LLC
Entercom Milwaukee, LIL.C

Entercom Milwaukee License, LL.C

Delaware
Delaware
Delaware

Massachusetts

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Deiaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Dela;avare
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware

1]
100

~ Entercom Springfield, LLC

ﬁelaware Equipment Holdings, LLC
Entercom Austin, LLC

Entercom Austin License, LLC
Entercom Boston, LLC

Entercom Boston License, LLC '

Entercom Springfield License, LLC
Entercom Boston, LLC

Entercom Boston License, LLC
Entercom Buffalo, LLC

Entercom Buffalo I_.icénsc, LLC
Entercom Capital, Inc. S
Entercom Cincinnati, LLC

Entercom Cincinnati License, LLC

Entercom Denver, LLC

Entercom Denver License, LLC

Pintercor_n Gainesville, LLC

'Entercom Gainesville License, LLC

v

Eﬂteréom Greensboro, LLC

. Entercom Greéensboro License, LLC

Entercom Greenville, LLC
Entercom Greenville License, LLC
Entercom Incorporated

Entercom Indianapolis, LLC
Entercom Indianapolis License, LLC
Entercom Kansas City, LLC | . M
Entercom Kansas City License, LLC
En-tercu'm Longview, LLC

Entemqm Longview License, LLC
Eatercom Madison, LLC

Entercom Madison License, LLC
Entercom Memphis; LLC

Entercom Memphis License, LLC
Entercom Milwaukee, LLC

Emcl-"com Milwaukee License, LLC




EXHIBIT 21.01 _
INFORMATION REGARDING SUBSIDIARIES OF THE REGISTRANT

" o b ’ . . INa;né Uriéer \'Whif:li ’
- . . NAME ‘. : Jurisdiction of Oréanization : " .Subsidiary Does Business- .
Entex‘;ébm New Orltfans, LLC ; Lo [Rélaware ! A Emerco'n‘i- N‘.:;v -(.)f]ea;l.s‘,fi..:LC; .
]::ntc';com ]*:Iew Orl.ea.;ls License, LLt . ‘Delaware, . ‘ Enu;rco_m Ncw .Orlca.ns ‘Lic.e'nse, LITC Lt
Entercom New Yérk, Inc. ) New York t Entercom Buffalo, LLC l
. Enterconi ‘B‘l;ffalg Li.péi}.:;:e,'lir.léc'
;- : ' . Entercom Rochester, LLC  * -.
. ‘ Entercom Rochester License, LL.C 3
Entercom Norfolk, LLC Delaware . . Entercom Norfolk, LLC
Entercom _Norfolk License, LLC ’ X Delaware Entercom Norfolk l:icense, LLC
Entercom Portland, LLC Délaware ) Entercom Po_l_‘tland, LLC
" Entercom Portland Licc'r.tse, LLC ' Delawére : : Entercom Portland License, LLC
" Enterdom Providence, LLC T Delawarc ' Entercom Providence, LLC
Entqrcpm Providence License, LLC Delaware ] Eﬁterc.om Providence License, L.LC
Entéli'cém Radio, LLC ) Delaware Entercom Radio, LLC
-Entercom Rocﬁester, LLC ' Delaware . Entercom Rochesler,- LLC
Entercom Rochester License, LLC . - Delaware : Entercom Rochester License, LLC
" Entercom Sacramento, LLC ’ Delaware | Entercom Sacramento, LLC
Emérc_om Sa;:mmento License, LLC ‘ Del'aware ' Entc‘l'éom Sacmméntp License, LLC
I:Intcrcom'S;cm Francisco, LLC < Delaware t _Entcrcc;m San Francisco, LLC
Entercom San Francisco License, LLC Delaware . Entercom San Franciscgi License, LLC
" ‘Entercom Seattle, LLC L Ijelai»;are Entercom Seanle, LLC
N Ent&-:ifgom Seattle License, LLC , 3 Delaware - 4 Entercom Seattle Lice‘ﬁée; LLC'
Al.Eme_rcom Springfield, LLC . ) Delaware ) En.lercom Springfield, LLC
-Enter:éom Springfield License, LL.C ) Delaware . Entercom épringﬁel‘d Licer;sc, LLC
Entefcom Wichita, LLC " Delaware . Entercom Wichita, LLC" _
Enteﬁ:um Wichita License, LLC - Delaware - Entercom Wich_ita Licex;se, LLC -
‘ Entefcom Wilkes-Batre Scranton, LL.C Co Delaware . ' : Entercom Wi lkes—Bax.Te_ Scranton, LLC

101
oo




EXHIBIT 23.01

-

s

CONSENT OF PRICEWATERHOUSECOOPERS LLP - : o

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the-incorporation by reference in ihe Registration Statements -on Forms S-8 (No. 333-71481 and No.
333-85638) and Form S-3 (No. 333-82542) of Entercom Communications Corp. of our report dated February 27, 2007 relating
to the financial statements, management’s assessment of the effectiveness of internal control over financial reportmg and the.
effectweness of internal contro] over financial reportmg, which appears in this Form 10-K. :

Tt PRJCEWATERHOUSECOOPERS LLP:

Philadelphia, Pennsylvania

~ February 27, 2007

Fes

s
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EXHIBIT 31.01 | . ' SR Sy

‘' Certification Of President'And Chief E_x_eeu’tive Officer,. L RN

[, David J. Field, certify that: - . .
1. [ have reviewed this annual report on Form 10-K of Entercom Communications Corp.;
2Ty 2.4 - Basedion my knowledge, this annual report does not contain any untrue statement of a matérial fact or omit
to state.a material fact necessary -to make the statements made; in-light of the circumstances under which such- Statements were

made not misleading with respect to the period covered by this annual report;

gt 3, Based on my knowtedge the financial statements, and other financial information included in this annual

report fairly present in all material respects.the financial condition, results of operatlons and cash flows of the regrstrant as of,

5 and for, the per1ods presented in this annual report;
S § The registrant’s other certifying ofﬁcer(s) and I are respon51ble for establishing*and maintaining drsclosure
controls and-procedures (as defined in Exchange Act Rules 13a-15(e) and 15d- 15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f} and 15d-15(f)) for the reglstrant and have . :

P (a) Designed such disclosure controls . and procedures or caused .such disclosure controls and
procedures to be designed under our supervision, to ensure that,material information relating to the registrant, including its
consolidated subsidiaries,.is made known to us. by others within those entities, particularly durmg the period in which this

' annual report is being prepared, ;

? i (b} Designed such internal control over financial reportmg, or caused such internal control over

ﬁnancral reportmg to be designed under our supervision; to provide-reasonable- assurance regarding the reliability of fmancml_ _
: reporting and the preparatron of financial statements for extemal purposes in accordance with generally accepted accountmg

pnncrples

(e Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented: in

thls report our conclusions about the effectiveness of the disclosure controls and procedures as of the end of the penod covered'

by thrs report based on such evaluatron and’

: L " (d)  Disclosed in this report any change in the registrant's internal control over financial reporting that

_occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter.in. the case of an annuial- report)

_ that has materially affected, or is'reasonably likely to materially affect, the registrant's:internal control over financial reporting;
and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our-most -recent- evaluation of

JInternal control*over financial reporting, to the registrant’s auditors and the audrt committee of- the reglstrant 5 board of .

drrectors (or persons performing the equwalent functlons)

-(a) All significant deficiencies and material weaknesses in the design or operatlon of internal control

-

over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize * -

- and report financial 1nfonnat10n and

s (b} Any fraud, whether or not material, that involves management or other employees who have a
51gn1ﬁcant role in the registrant’s internal control over financial reporting. - - :

' 'Date: February 28, 2007

" By: /s/ David J. Field o
Name: David J. Field CL
Title: President and Chief Executive Officer . L
(principal executive officer) : ;
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© EXHIBIT.3L.02 ' ' B

Certrficatron Of Executrve Vice Presrdent and Chief Fmancral Officer

. Ted

I, StephenF Frsher certify that : | . . Ce e e

1. " I'have reviewed thrs annual report on Form ]0 K of Entercom Commumcatlons Corp 3

SR ’Based -on my knowledge, this annual report does not contain any untrue statement of a materral fact or omrt
to state a material'fact necessary to make the statements made, in light of the circumstances under whrch such statements were
made, not mrsleadrng w1th respect to the period covered by ‘this annual report,  ow. St 3 : T

.
. r
*

a3, + Based on my knowledge,. the financial - ‘statements, and- 'other’ ﬁnancral information included in this annual
report fairly present in all material respects the financial condmon results of operatlons and cash flows of the registrant as of;

and for, the penods presented in this annual report; T .o . N AR

et 4.5, The regrstrant s other cert1fy1ng ofﬁcer(s) and: are respons1ble for establishing and mairitaining d1sclosure ‘

. ¢ontrols and procedures (as.defined in Exchange Act Rules 13a-15(e)' and 15d-15(¢)) and internal control over financial

reporting (as deﬁned in Exchange Act Rules 13a-15(f) and lSd 15()) for. the regrstrant and-have;- 3 . . -

A'.‘

-

Designed such disclosure controls and rprocedures or fcaused such . dlsclosure cont:rols ‘and -

- (a)

* procedures. to be designed under our supervision, to ensure, that material-information relating to the regrstrant including its |

-

annual report is being prepared - . ‘ . . e

afh t: (C)
"this report our conclusrons about the effectiveness of the disclosure controls and procedures, as of the end of the penod covered
" by thrs report based on such evaluation; and : el

o -drrectors (or persons performmg the equrvalent functions): b . . Tt e T

consolidated subsidiaries, is made known to us by others within those entities,. partrcularly during the perrod in whrch»thls
. tatls L '

o v TN

Des1gned such internal control over financial reporting;. or caused such. internal control over

S . NONG

- financial repomng to be designed under our supervision, to provide reasonable assurance regardmg the reliability of ﬁnanc1al

reporting and the preparatlon of financial statements for external purposes in’ accordance with generally accepted- accountrng
principles; . . . ‘ _ ‘ . S .

a

F
'

Evaluated the: effectiveness of the registrant's disclosure controls and procedures and presented. i 1n

-(d) Drsclosed in this report any change in the registrant's internal control over ﬁnancral reportrng ‘that
occurred durmg the regrstrant‘s most recent fiscal quarter (the registrant's fourth fiscal quarter. in the case of an annual repon)

* . that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; _

and

1

¢, .5, « ...The registrant’s other certifying officer(s) and I have disclosed, based on our ‘most recent evaluation of
internal control over financial .reporting, to the registrant’s auditors and the audit committee of the registrant’s board of

5

. -

SNV All significant deficiencies and material weaknesses in the design or operation of internal coutrol

(a) '

~ over financial reporting which are reasonably likely,to adversely affect the regrstrant 5 abrhty to record, process summanze

‘- '." : .(b)

5

and report ﬁnancral mformatlon and . . ) : o

-+ Any fraud, whether or not material, that involves managernent or other employees who have a’

srgnrﬁcant role in the regrstrant s internal control over financial reporting. - ‘ , C P A

Date:'February 28, 2007 _ S '

" By: /s/ Stephen F. Fisher _ , .

.. Name: Stephen F. Fisher

. (principal financial officer) e e A oo .

Title: Executive Vice President and Chief Financial Officer -
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EXHIBIT 32.01 : | T LT i'
CERTIFICATION OF PRESIDENT AND CH[EF EXECUTIVE OFFICER P ot

+. =~ Pursuantto 18 U.S.C. § 1350, as created by Section 906'of the Sarbanes- Oxley Act of 2002, the- undersngned officer of ) '
Entercom Communications Corp:i(the “Company”) hereby certifies, to such officer’s knowledge that: - . s, bt
NIRRT SRR O the accompanying Annual Report on -Form 10-K of the Company for the annual period ended % l\f!fs_
December 31 2006 - (the <“Report™): fully complies . with the reqmrements of Séction ]3(a) or Section:'15(d), as o
appllcable of the Securities Exchange Act of 1934, as' amended and © » - S . PR

v (ii) + the information contained in the Report falrly presents, in all .material respects, the financial
condmon and results of operations of the Company. " oo A "
Date: February 28, 2007 | : e -
By: . [¢/Davidl. Field . | o . L e
"-Name: David ], Field - - . R o oA Ll s
" Title:  President and Chief Executive Officer . LI R SRR ' )
: (principal executive ofﬁcer) : : Sono N
A K .

¥ A signed ongmal of lh:s written statement required by Section 906 has been provided to Enrercom Commumcanons Corp and . .
" .., will be retained by Entercom Communications Corp and furmshed to the Securities and Exchange Commission or its; staff - ¢ L
upon request. . . . e : Wi

b N - ", ’.|‘
. \;

o
‘:.i
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EXHIBIT 32.02

CERTIFICATION OF EXECUTIVE VICE PRESIDENT AND CHIEF FINANCIAL OFFICER

Pursuant to 18 U.S.C. § 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of
Entercom Communications Corp: (the “Company ’) hereby certifies, to such officer’s knowledge that: i

(i) . the accompanying Annual Report on Form 10-K of the Company for the annual period ended
December 31, 2006 (the-"Report”) fully complies with the requirements of Section I3(a) or Section - lS(d) as
apphcable of the Securities Exchange Act of 1934 as amended; and - .

. (u) the information contained in the' Report fairly presents, in all material respects, the ﬁnancnal
condition and results of operatlons of the Company. . .o < ?

Date: February 28, 2007 ' ) . *

. By:  [s/Stephen F. Fisher S

Name: Stephen F. Fisher : .

Title: = Executive Vice President and Chief Financial Officer = : P v
(principal financial officer) :

A signed original of this written statement required by Section 906 has been provided to Entercom Communications Corp.-and -
will .be retained by Entercom Communications Corp. and furnished to the Securities and Exchange Commission or its. smﬁ’
upon request. ‘ .
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Entercom Commumcatlons Corp

Corporate Informatlon R

Directors

- Joseph.M. Field
.Chairman of the Board

David J. Field
President and Chief Executive Officer

John C. Donlevie

_Executrve Vice President and Secretary

Da_vid J. Berkman

Daniel E. Gold

Edwérd M. West’

"R—.c;bgrt.-‘S_. Wiesenthall

£

“Information Requests

. Officers

David:J. Field .
President and Chief Executive Officer

Joglseph' M. Field
i Ghéirman of the Board

Stephen F. Fisher N
Execut:ve Vice Presrdent and Chief Fmanc:a! Off cer

John C. Donlevie .
-Executive Vice President and Secretary
Eugene D. Levin

Vice Prasident, Treasurer and Controller

.Stock 'Tré'ding o
Class A Common. Stoc'I'('of
Entercom Communications Corp. is

‘Stephe'ri-F..;Fi‘sher,

Executive Vice President
Chief Financial Officer
610-660-5647"

© 610-660-5620 (fax)

E]

traded on the New York Stock
Exchanger_under the Symbol “ETM"..

Shareholder Records ° -

Shareholders desiring fo change the name,
address or ownership of stock, to report.
lost certificates or to corisolidate accounts, ™

lhdependent Auditors
PricgwateFﬁodseCoopers P
Two Commerce Square -Suite 1700

2007 Markst Strest :
" Philadelphia; Pennsylvania’ 19103 7042
. Kristen E. Vieira, Partner

267-330-2530

should contact Entercom Communications .

Corp.'s transfer agent..

Transfer Agent

American Stock Transfer & Trust Company
59 Maiden Lane :
New York, NY 10038

(866) 668-6550 -
www.amstock.com : ¢

U




